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ABSTRACT
There i t  alm ost a  to ta l absence  of litera tu re  on th e  regional 
pattern  of development of savings and loan a s so c ia tio n s . This study 
is  prim arily concerned w ith an  an a ly sis  of the  growth of a sso c ia tio n s  
in  th e  Ninth FHLB D istric t in  the  period 1945-1959.
The study is  made in  th ree  b as ic  s te p s . F irs t, a proper perspec­
tiv e  is  developed by treating  the  nature and h is to rica l developm ent of 
sav ings and loan a s so c ia tio n s . Second, the  ra te  of growth of a s so c ia ­
tions in  th e  Ninth D istric t is  compared w ith th a t in  th e  nation and o ther 
reg io n s, 1945-1959. In measuring growth, a tten tion  is  given to  a s s e ts ,  
savings ca p ita l, mortgage record ings, and holdings of mortgage deb t. 
Third, an attem pt is  made to  identify  and analyze the  factors tending to  
promote growth of a s so c ia tio n s . An effort is  made (1) to  provide th e  
b a s ic  explanation of th e  observed high ra te  of growth, (2) to  explain 
the  re la tiv e  growth pattern  among th e  various d is tr ic ts ,  and (3) to  explain  
th e  growth of a sso c ia tio n s  re la tiv e  to  th a t of th e ir  Immediate com petito rs. 
The following conclusions are  drawn from th is  study:
1. A ssociations are  promoting th rift and engaging in  th e  financing 
o f  home construction  among th e  middle and lower income groups who might 
o therw ise have lim ited a c c e ss  to  such se rv ic e s . The m obilization o f funds 
from ou tside  th e  D istric t through th e  medium of th e  FHLB System has made
xlv
p o ss ib le  a  more rap id  growth of home construc tion  and ow nership in  th e  
D is tric t th an  w ould o therw ise  have b een  p o s s ib le .
2 . W ith a  view  to  promoting g rea te r econom ic s ta b ili ty , i t  would 
appear d es irab le  to  bring th e  FHLB 8ystem  w ith in  th e  scope o f monetary 
p o licy .
3 . A sso c ia tio n s have grown a t th e  re la tiv e  expense o f o ther th rift 
account d ep o sito ries  and in s titu tio n a l len d ers in  home mortgage fin an c­
ing in  th e  D is tr ic t. S p ec ia liza tio n  and a superior leg a l p o sition  held  by 
a s so c ia tio n s  are  dom inant reaso n s for th is  developm ent.
4 . The to ta l  sav ings package offered by D is tric t a s so c ia tio n s  has 
Induced a sh ift in  sav e r p references in  th e ir  favor.
5 . The high ra te  of growth of a s s o c ia tio n s , th e  reg ional pattern
of grow th, and th e  g rea te r growth of a s so c ia tio n s  re la tiv e  to  th a t of o ther 
dep o sit in term ed iaries cannot be adequate ly  explained  in  term s of s a v ­
ings and loan  ag g ress iv en e ss  and h igher re la tiv e  dividend ra te s  on sh a re s . 
Such an  exp lanation  is  m isleading b ecau se  i t  does not focus upon th e  b a s ic  
motive force in  th e  growth o f a s s o c ia tio n s , v i z . , th e  growth of home 
m ortgage fin an c in g . Nor can  such  an  approach exp la in  th e  reg ional 
pa ttern  o f g row th .
6 . The b a s ic  m otive force in  th e  growth o f sav ings and loan  a s s o ­
c ia tio n s  in  th e  period 1945-1959 w as th e  unprecedented  demand for home 
m ortgage fin an c in g . The preceding  does not deny th e  rec ip rocal in fluence 
of th e  inflow  of sav ings on home fin an c in g . The rec ip rocal c a u sa lity  of
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th e  a v a ila b il i ty  of funds and  th e  dem and for hom e m ortgage fin an c in g  is  
Ignored  by th e  co n v en tio n a l ex p lan a tio n  running In  te rm s o f sa v in g s  an d  
lo an  a g g re s s iv e n e s s  an d  re la tiv e  d iv id en d  r a t e s .
7 .  The g re a te r  re la tiv e  grow th of sa v in g s  an d  lo an  a s s o c ia t io n s  
In  th e  N inth  F ed era l Home Loan Bank D is tr ic t  I s  la rg e ly  a  c o n seq u en c e  
o f th e  g re a te r  re la t iv e  econom ic grow th o f th e  reg io n , p a r tic u la r ly  a s  i t  
m an ifested  i t s e l f  In  u rb an iz a tio n  and  hom e bu ild ing  •
8 . G overnm ental p o lic ie s  and  program s h av e  b e e n  im portan t 
fa c to rs  not on ly  in  th e  p o s t-w a r  reco v ery  o f sa v in g s  and lo a n  a c tiv i ty  
from th e  d e p re s se d  le v e ls  o f  th e  1930s, bu t a ls o  In  th e ir  a b ili ty  to  o u t­
s tr ip  th e ir  co m p etito rs  in  hom e m ortgage fin an c in g  an d  in  a ttra c tin g  




Probably th e  m ost s trik in g  c h a ra c te r is tic  of sa v in g s  and loan  
a s s o c ia t io n s , w hen v iew ed In th e  p e rsp e c tiv e  of tim e , h a s  been  
th e ir  p ropensity  to  th riv e  and  ex p an d , p a rticu la rly  In  th e  d ecad e  of 
th e  1920s and more e s p e c ia lly  In th e  p o st WW II p e rio d . D eriving 
th e ir  fundam ental ch a rac te r  from th e ir  h is to r ic a l a n tece d e n ts  in  
England, th e  sav in g s and loan  a s so c ia tio n s  em erged in  th e  U nited 
S ta te s  in  1831 In  Frank ford (now part of P h ilad e lp h ia ), P en n sy lv an ia . 
S u b seq u en tly , th e  movement sp read  and ten d ed  to  grow a s  th e  n ation  
g rew . H is to r ic a lly , th e  sav in g s and loan  b u s in e s s  h a s  b een  a s s o c ia te d  
w ith  econom ic p rog ress and developm ent; and  th e  na tu re  of sav in g s and 
lo an  a s so c ia tio n s  h a s  c lo se ly  a llie d  them  w ith  th e  growth o f Incom e, 
p o p u la tio n . In d u s tr ia liz a tio n  and u rb an iz a tio n .
Sav ings and loan  a s so c ia tio n s  have  b een  so  s u c c e s s fu l In  fillin g  
a  b a s ic  need  in  our so c ie ty  th a t th ey  now c o n s titu te  one of th e  m ost Im­
portan t segm ents of f in an c ia l a c tiv ity  in  th e  n a tio n . The grow th of 
sav in g s  and  loan  a s s o c ia tio n s  s in c e  WW II h a s  b een  g rea te r  th a n  for 
any  o th e r com parable p e rio d . T otal sav in g s  and lo an  a s s e t s  in  1945 
w ere  approxim ately  $ 8 .7  b i l l io n ,1 and  th e s e  a s s e t s  h av e  approxim ately
^Savinas & Home F inancing 8 o  
Home Loan Bank Board, 1960), p . 10
Book (W ashington: F ederal
1
doubled every  five y e a rs  s in c e ,  reach ing  a  new  record  high of $67 .2
loan  a s s e t  growth h a s  exceeded  $5 b il l io n . The y ea r 1959 w as a  y ea r  
o f unpreceden ted  ex p a n s io n , bo th  In home m ortgage financing  and In 
th e  rec e ip t o f s a v in g s . M ost of th is  s a v in g , a s  In th e  p a s t ,  cam e 
from m odest s a v e rs .
S av ings and lo an  a s s o c ia tio n s  have  a lw ays b een  m utual or 
m em ber-ow ned In s t i tu t io n s . They accum ulate  funds by se llin g  sh a re s  
to  various in v e s to rs  w ho becom e m em bers. They do not a c cep t 
"d ep o sits"  a s  do com m ercial banks; th e  ch a rte rs  of fed era l a s s o c ia ­
tio n s  and th e  ch a rte rs  of m ost of th e  s ta te  a s s o c ia tio n s  en jo in  th e  
a c ce p tan c e  of " d e p o s its ."  H en ce , th e  re tu rn  to  shareho lders  is  
c a lle d  a  d iv id en d , not In te re s t .  S avings and loan  a s s o c ia t io n s ,  a s  
th e ir  t i t le  s u g g e s ts ,  make th e ir  b id  for th e  sav in g s  of th rift-m inded  
sav e rs  by offering them  an  a ttra c tiv e  a lte rn a tiv e  a s s e t  to  m oney, one 
having a  h igh  degree  of liq u id ity  and c a p ita l ce rta in ty  and a minimum 
of risk ; and  In recen t y e a rs ,  th ey  have  made th e ir  sh a re s  and se rv ic e s  
sed u c tiv e ly  co n v e n ien t. From th e ir  in c e p tio n , sav in g s and loan  
a s so c ia tio n s  have In v ested  a lm ost ex c lu s iv e ly  In urban home m o rtg ag es . 
Their tw o b a s ic  fu n c tio n s , accep tin g  sav in g s  and making urban  re a l 
e s ta te  lo a n s , con tinue  to  be  param ount. H en ce , th e  sav in g s and  lo an
2
b illio n  on  June 30th of I9 6 0 . In  every  y ea r s in c e  1953 sav in g s  and
S av in as  and Loan N ew s (C hicago: 
Loan L eague, July 1960), p .  4 7 .
U nited  8 ta te s  S av ings and
3Industry  is  g iven  to  encouraging th r if t and  home ow nersh ip .
Sav ings and loan  a s so c ia tio n s  have ten d ed  to  o u ts tr ip  a l l  o ther 
co m p e tito rs , such  a s  tim e departm ents of com m ercial b a n k s , m utual 
sav in g s  b a n k s , and  p o s ta l s a v in g s , for th e  passbook  ty p e  sav in g s  
a c c o u n ts . In th e  postw ar era  sav in g s and loan  a s so c ia tio n s  have 
grown more ra p id ly , both a b so lu te ly  and re la tiv e ly , ex c ep t for m utual
3
funds and c red it u n io n s , th an  any o th e r f in an c ia l in te rm ed ia ry . In 
ab so lu te  m agnitude, sav in g s and loan  a s so c ia tio n s  are  e x cee d ed , in  
1960, only  by sav in g s acco u n ts  in  com m ercial banks and th e  as se rv e s  
of life  in su ran ce  co m p an ie s . This d iffe ren tia l i s  sm alle r th an  a t  any 
tim e s in c e  1950.
The growth of sav in g s and  lo an  a s s o c ia t io n s , a lthough  s ig n if i­
c a n t in  a l l  reg io n s o f th e  n a tio n , h as  b een  more pronounced in  some 
reg ions th an  o th e rs . The reg ion  com prising th e  core of th is  s tu d y , 
th e  N inth F ederal Home Loan Bank D is tr ic t ,  h a s  b een  one of th e  th ree  
m ost rap id ly  expanding re g io n s . The a s s e t s  of th e  N inth D is tr ic t
sav in g s and lo an  a s s o c ia tio n s  have  In c reased  by approxim ately  1 ,021
4
p er cen t In th e  period  1945-1959, and th e  fu ture looks even  more 
p rom ising .
The growth o f sav in g s and lo a n  a s so c ia tio n s  is  a  v ita l fac to r in  
one o f  th e  m ost in te re s tin g  and ch a llen g in g  developm ents in  m onetary
3See Table XXVIL C hap ter IV.
4S ee T able X, C hap ter IV.
th e o ry . The opera tions of th e  non "■commercial bank f in an c ia l In te r­
m ediaries a re  not d irec tly  co n tro llab le  by th e  Federal R eserve S ystem . 
T herefore , th e  F ederal R eserve S y s tem 's  a b ility  to  cope w ith  in f la ­
tio n ary  p re ssu re s  v ia  q u an tita tiv e  Instrum ents i s  being  in c re as in g ly  
q u es tio n ed  In  lig h t of th e  recen t growth and developm ent of non­
com m ercial bank fin an c ia l in te rm ed ia rie s . I t h a s  b een  su g g e s ted , and 
th e  su g g estio n  h as  b een  v igo rously  ch a lle n g ed , th a t  th e  non-com m ercial 
bank fin an c ia l In term ed iaries ought to  b e  su b je c t to  th e  sam e or a
sim ila r k ind  of con tro l a s  com m ercial b a n k s . If John G • G urley and
5Edward S . Shaw , th e  p rin c ip a l a rc h ite c ts  of th e  co n ten tio n , a re  co rrec t 
in  th e ir  th e s is  re la tiv e  to  th e  s ig n ifican ce  of non-bank  in term ediary  
grow th , th e re  a re  now se rio u s  lim ita tio n s  on th e  e ffe c tiv e n e ss  of 
tra d itio n a l q u a n tita tiv e  m onetary c o n tro ls . T hese  lim ita tio n s seem  to  
derive  e s s e n tia lly  from th e  fa c t th a t  our modem fin an c ia l s tru c tu re  Is 
supply ing  a  s ig n ific an t volum e of liq u id ity  and finance  th a t Is  not su b ­
je c t  to  d ire c t m onetary co n tro ls .
The prim ary o b jec tiv e  of th is  study  i s  to  a n a ly se  th e  growth and 
developm ent of sav in g s and lo an  a s s o c ia tio n s  in  s e le c te d  southern  
s t a t e s , th o se  com prising th e  N inth F ederal Home Loan Bank D is tr ic t: 
M is s is s ip p i ,  L o u isian a , New M exico , Texas and  A rk an sas . C hap ter n ,
5J . G . G urley and E . S . Shaw , "F inancia l A spec ts  of Economic 
D ev e lo p m en t." Am erican Economic R eview . V ol. XLV (Septem ber, 1955), 
and  idem . , "F inanc ia l In te rm ed iaries  and th e  S av in g s-In v estm en t P ro c e s s ,"  
Toumal of F in an ce . V ol. XI (May# 1956), p p . 5 5 7 -5 7 7 .
5"H isto rical Development of Savings and Loan A ssociations In the 
U nited S ta te s ,"  Is not Intended to  be a  defin itive chronicle of th e  
sav ings and loan movement In the  United S ta tes; how ever, s in ce  one 
of the  major em phases of th is  paper Is the  growth of sav ings and loan 
a s so c ia tio n s , the  fundam ental consideration  of th is  chap ter w ill be  an 
attem pt to  e lucida te  th e  origin and development of sav ings and loan 
asso c ia tio n s  In the U nited S ta te s , w ith particu lar em phasis on th e ir 
grow th. C hapter II, therefore, w ill p resen t the  background ag a in st 
w hich the study w ill be developed in  subsequent c h a p te rs .
Since sav ings and loan a sso c ia tio n s  are fundam entally d ifferent 
from a ll other financial In term ediaries, and sin ce  a major factor In th e ir 
growth a r ise s  from th is  fa c t, C hapter III , "The Nature of Savings and 
Loan A sso c ia tio n s ," w ill co n s is t of an  elaboration of th e ir na tu re . 
C hapter IV, "Growth in  th e  South (Ninth D is tr ic t) , 1945-1959," w ill 
be alm ost exclusively  quan tita tive  In ch a rac te r. D ata w ill be presen ted  
revealing  th e  regional and national growth of sav ings and loan a s so c ia ­
tio n s  In a l l  of i ts  pertinent m an ifesta tio n s. C hapter V, "An Iden tifica­
tio n  and A nalysis of the C ausa l Factors in  the Growth of Savings and 
Loan A sso c ia tio n s ," attem pts to  explain  th e  rapid -growth, both abso lu te  
and re la tiv e , of sav ings and loan asso c ia tio n s  through an  Iden tification  
and an an a ly s is  of th e  factors contributing to  th e ir  grow th. Emphasis 
w ill a lso  be given to  the  regional pattern  of growth a s  w ell a s  to  the  
g rea te r growth of savings and loan a sso c ia tio n s  re la tiv e  to  th a t of the
com petitive deposit type financial In term ediaries. C onsiderable 
q uan tita tive  data w ill be presen ted  re la tive  to  th e se  fa c to rs . 
C hapter VI w ill be given to  concluding and summary rem arks.
CHAPTER II
HISTORICAL DEVELOPMENT OF SAVINGS AND LOAN ASSOCIATIONS
It is  not th e  o b jec tiv e  of th is  ch ap te r to  ch ro n ic le  a  d e fin itiv e  
h is to ry  of th e  sav in g s and loan  m ovem ent. H ow ever, s in c e  one o f th e  
m ajor em phases o f th e  p rese n t study  Is th e  growth of sav in g s  and loan  
a s s o c ia t io n s ,  It Is u se fu l to  e s ta b lis h  a t  th e  o u tse t a  p roper h is to r ic a l 
p e rs p e c tiv e .
I .  HISTORICAL PERSPECTIVE
Origin
Some h is to ria n s  tra c e  th e  o rig in  of th e  sav in g s and lo an  movement 
back  to  th e  ea rly  day s of th e  an c ien t G reek c iv i l is a t io n . It i s  known 
w ith  rea so n ab le  c e rta in ty  th a t  th e  fundam ental th eo ry  o f co o p era tiv e  
money lend ing  i s  of an c ien t o r ig in . In  f a c t ,  co o p era tiv e  fin an ce  Is  
probably  a s  o ld  a s  money i t s e l f .  H is to rian s  have  found ev id en ces  of 
co o p e ra tiv e  money lending c lu b s  in  C h ina  c e n tu r ie s  befo re  th e  C h ris tia n  
e r a .  T hese  money lending  c lu b s  bore a s trik in g  s im ila r ity . In  som e 
r e s p e c ts ,  to  contem porary bu ild ing  and lo an  a s s o c ia t io n s . 1 The 
a n te c e d e n ts  o f contem porary bu ild ing  and lo an  a s s o c ia tio n s  In th e
* Howard 8 .  P iq u e t. Building and  Loan A sso c ia tio n s  (Princeton: 
P rinceton  U n iv ersity  P re s s , 1930), C hap ter I .
7 _
8U nited  S ta te s ,  how ever, derive  from E ngland.
E n flU ih  S«B9rtSD £9
The f irs t  bu ild ing  and lo an  a s s o c ia tio n  founded in  England w as
2
e s ta b lis h e d  in  Birmingham in  1781. S u b scrib ers  to  th e  Birmingham 
so c ie ty  m et monthly and  p a id  du es of h a lf  a gu inea  p er s h a re . The 
so c ie ty  u se d  th e s e  funds to  co n s tru c t hom es, develop  new s t r e e ts ,  and 
to  ren o v ate  o ld  o n e s . M em bers of th e  a s so c ia tio n  b a llo te d  for a c tu a l 
h o u se s  and lo ts  and not for money lo a n s . T hese ea rly  a s so c ia tio n s  
a c tu a lly  b u ilt h o u se s  and d isp o se d  of th em . In contem porary A m erica, 
b e c a u se  of th e  sp e c ia liz a tio n  th a t  h a s  d ev e lo p ed , th ey  m erely len d  th e  
funds; a c tu a l co n s tru c tio n  is  an  Independent fu n c tio n .
The sp read  of th e  bu ild ing  s o c ie tie s  w as  rap id , and Parliam ent 
p a s s e d  th e  f irs t B enefit Building S o c ie tie s  Act in  1836. The Act r e ­
lie v ed  m ost of th e  le g a l docum ents from th e  stam p ta x ,  exem pted th e  
s o c ie tie s  from th e  u su a ry  la w s , made i t  p o s s ib le  for them  to  adopt model 
m ortgage fo rm s, and  a llow ed  them  to  d isch a rg e  a  m ortgage by mere re c e ip t .
2H . M orton B odflsh , (ed .)  H isto ry  of Building and  Loan in  th e  
U nited  S ta te s  (C hicago: U nited  S ta te s  Building and Loan L eague, 1931), 
p p . 1 -19 ; S av in as  Loan P rin c ip le s  (C hicago: A m erican S avings and 
Loan In s titu te  P re s s , 1957), p .  23 .
P iq u e t, o p . c i t . . p .  3 ff; Henry S . R o sen th a l, C ycloped ia  o f 
B u ild ing . Loan and  Saving A sso c ia tio n s  (C hicago: Am erican Building 
A sso c ia tio n  P ub lish ing  C o . ,  1923), p .  30 f f . ;  S ee  "Building S o c ie t ie s ,"  
E ncyclopedia B rttann ica (11th e d . ) ,  IV, 766 .
The tw o decade*  follow ing 1836 saw  th e  con tinued  ex p an sio n  of 
bu ild ing  s o c ie tie s  and th e  rap id  d isp lacem en t o f th e  te rm ina tion  p lan  
by th e  perm anent p la n . By 1850 th e re  w ere  over tw o th o u san d  build ing  
so c ie tie s  in  E ngland, som e hav ing  a s s e t s  approxim ating two m illion  
p o u n d s .5 Parliam ent con tinued  to  v iew  th e  bu ild ing  s o c ie tie s  w ith  fav o r, 
and  i t  g ran ted  them  s t i l l  g rea te r  p riv ileg es  in  th e  Building S o c ie tie s  Act 
of 1874, w hich  a llow ed them  to  becom e le g a lly  e s ta b lish e d  co rporations 
and provided  uniform requ irem ents for a l l  s o c ie t ie s .  Another A ct, of
c
1894, made minor a lte ra tio n s  to  th e  ru le s .  H ow ever, th e s e  a c t s ,  w ith  
few  am endm ents, have  provided th e  b a s is  for th e  con tinued  growth and  
developm ent o f bu ild ing  s o c ie tie s  in  England to  th e  p re se n t tim e .
The U nited  S ta te s
In 1831, tw en ty -tw o  y ea rs  a fte r  th e  founding of th e  G reenw ich 
U nion S ocie ty  in  E ngland, th e  bu ild ing  and loan  movement in  th e  U nited
7
S ta te s  o rig in a ted . A bette r* ap p rec ia tio n  o f th e  co n trib u tio n s and
p o te n tia lit ie s  of th e  bu ild ing  and loan  movement c a n  b e  had  by b riefly  
sk e tch in g  i t s  in cep tio n  and  iden tify ing  th e  fac to rs  w hich  w ere conducive 
to  i t s  growth and developm ent.
4S ee  C h ap ter III for a  d is c u s s io n  of th e  d iffe ren t p la n s .
5P lq u e t, o p . c i t . . p .  3 .
6Ib ld .
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B odflsh , q £ j  c i t . . p .  19; R o sen th a l, o p . c i t . . p p . 31w34;
S av in as  and lo a n  P rin c ip le s , o p . £11*, p . 2 4 .
The U nited  S ta te s  In th e  1830s w as  a  young and rap id ly  grow ing 
n a tio n . P opulation  In c reased  from 3 ,9 2 9 ,2 1 4  In 1790 to  1 2 ,6 6 6 ,0 2 0  In  
1830, and  In th e  sam e period th e  n a tio n 's  lan d  a rea  a lm ost d o ub led . 
Along w ith  W estw ard  m igration and se ttlem en t of new la n d , rap id  
In d u s tr ia liz a tio n  w as c h a ra c te r is tic  of th e  e r a . The developm ent of 
m anufacturing had tw o fundam ental co n seq u en ces  for th e  growth of 
bu ild ing  and lo an  in s titu tio n s : i t  g av e  u s  a  w age earning  c l a s s , and 
It prom oted u rb an iz a tio n . Of fundam ental s ig n ific an c e  for th e  bu ild ing  
and lo an  developm ent w as  th e  em ergence of a  c la s s  of w age ea rn e rs  
w h o se  p rin c ip a l form of property  in  th e  com munity w as th e ir  hom es, 
h en ce  th e ir  su sc e p tib ility  to  th e  sav in g s and  lo an  id e a . The re c e ip t of 
reg u la r w a g e s , a s  opposed  to  th e  Irregu lar Incom es of fa rm ers , p e r­
m itted  sy s tem a tic  s a v in g s . U rban iza tion  provided th e  n e c e ssa ry  b a s is  
o f la rg e  ag g reg a tio n s o f p eo p le .
W ith  th e  p o s s ib le  ex cep tio n  of sav in g s b a n k s , th e  f in an c ia l 
f a c i l i t ie s  cu rren t a t th e  tim e w ere o f l i t t le  a s s is ta n c e  to  th e  w orking 
man; and th e  sav in g s banks d id  not g ran t home lo an s to  th e  w age earn ing 
c l a s s .  G en e ra lly , no s p e c ia l a ttem pt w as made to  prov ide a  deposito ry  
for th e  sav in g s o f th e  w orking m an, and  th e  p rac tic e  of making lo an s  to  
th e  w ag e -ea rn in g  c la s s  w as  a lie n  to  co n se rv a tiv e  f in a n c e . Even
^U nited  S ta te s  Bureau o f th e  C e n s u s , Fourteen th  C en su s  o f th e  
Vnttffl 1920. P opu la tion . V ol. II (W ashington: G overnm ent
Printing O ffice , 1921), p .  2 .
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com m ercial banks did no t a c cep t sav ings accounts,** H ence, th e  
econom ic environm ent w as conducive to  th e  developm ent of a  c o ­
operative  movement w hich w ould make av a ilab le  home financing on 
favorable term s by co llec ting  th e  sm all sav in g s of th e  working man in  
exchange for secu rity  and an  In te re s t re tu rn .
Instrum ental in  founding th e  f irs t building and loan  a s so c ia tio n  in  
th e  U nited S ta te s  w ere two im portant p ioneer m anufactu rers, Samuel 
P illing and Jerem iah H orrocks, and a  p h y sic ian . D r. Henry T a y lo r .1**
W ith th e ir  know ledge o f English building s o c ie t ie s , th e se  men believed  
th a t a  building so c ie ty  would prosper in  th e  U nited S ta te s . They formed 
th e  f irs t building and loan  a s so c ia tio n , th e  Oxford Provident Building 
A sso c ia tio n , a t Frankford, P ennsy lvan ia11 (at th e  tim e an  independent 
borough, now a part of P h ilad e lp h ia ). The event w as Ha t th e  inn  of 
Thomas Sldebotham , a t w hat is  now 4219 Frankford Avenue . . . .
The minute book contain ing  a ll of the  records of th e  f irs t A ssociation  is  
s t i l l  in  ex is ten c e  . . .  in  th e  custody of the  H is to rica l Society  of 
F ran k fo rd ."1^
g
C arl F . D ls te lh o rs t, "Savings and Loan A sso c ia tio n s ,"  American 
F inanc ia l In s titu tio n s  (New York: P ren tice -H a ll, I n c . ,  1950), p p . 126- 
155.
10B odfish, g p# 32 s
11There have been  some attem pts to  show th a t th e  id ea  cam e d irec tly  
from th e  S ch u lze -D e lltz sch  S o c ie tie s  in  G erm any, but th e se  effo rts  w ere 
to  no a v a il .  See P iq u e t, 2E* o lt» , p .  5 .
12B odflsh , o n . c i t . . p .  35 .
The Frankford a s s o c ia t io n , w hich  endured from 1831 to  1641, 
w as a  te rm inating  a s s o c ia t io n , i . e . , w hen th e  g o a l w hich g av e  r is e  
to  th e  a c tiv a tio n  o f th e  a s s o c ia tio n  w as a tta in e d  th e  a s so c ia tio n  w as 
forthw ith  d e a c tiv a te d . The a ffa irs  of th e  a s s o c ia tio n  w ere  e n tru s ted  
to  a  group of th ir te e n  tru s te e s  w ho se rv ed  w ithou t rem unera tion . The 
fundam ental purpose o f th e  a s s o c ia tio n  w as  to  en ab le  i t s  members to  
b u ild  o r p u rch ase  dw elling  h o u s e s . M em bership in  th e  a s s o c ia tio n
requ ired  an  in it ia l  paym ent of $5 and a  m onthly paym ent of #3 p er sh a re ;
13th e  par v a lu e  o f a  sh a re  w as  $500 . No one cou ld  ho ld  more th an  five
s h a re s .  Loans w ere allow ed  up to  $500 per sh a re  to  th e  member bidding
th e  h ig h e s t prem ium . W ithdraw al requ ired  a  m onth 's n o tic e , and a  5
p er cen t p en a lty  o f th e  am ount p a id  in  w as  a s s e s s e d  a t  th e  tim e of
w ith d raw a l. New members could  be e le c te d  a t m onthly m ee tin g s . If
a  member a llow ed  tw elv e  m onths to  exp ire  w ithou t m aking th e  standard
paym ent o f $3 per m onth, i t  w as grounds for ex p u ls io n . M oreover,
lo a n s  w ere  not made a v a ila b le  for bu ild ing  h o u se s  more th an  five  m iles
from Frankford . I t w as further provided th a t;
The a s s o c ia tio n  sh a ll  con tinue  u n til every  member sh a ll  
have  opportunity  of bu ild ing  o r pu rchasing  a  dw elling  ho u se  
for e ach  sh a re  of s to ck  he may ho ld  in  th e  sa m e , a f te r  w hich 
th e  b a lan ce  In  th e  trea su ry  sh a ll b e  egg a lly  d iv ided  among 
th e  m em bers accord ing  to  th e ir  re sp e c tiv e  s h a re s . 14
13Seymour D ex te r, 4 ISSMSXMSLSSL g ff-W O T tlY t faYiJDfl M &
A sso c ia tio n s  (New York: D . A ppleton and C om pany, 1891), p p . 4 2 -4 3 .
1 C o d f is h ,  o p . c i t . . p .  36 .
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The Oxford Provident A sso c ia tio n  may b e  co n s id e red , to  som e 
ex ten t a t  l e a s t ,  a model for su b seq u en t a s s o c ia t io n s ,  s in c e  many of 
i t s  p ro v is io n s reap p ea r in  su b seq u en t a s s o c ia t io n s . The fundam ental 
m otivation  w as no t p rofit in  th e  con v en tio n a l s e n se ; ra th e r , th e  
A sso c ia tio n  w as  a h u m an ita rian , co o p era tiv e  undertak ing  to  fa c i li ta te  
th e  a c q u is it io n  o f hom es by individuals.*^*
This co o p era tiv e  sp ir it g av e  r is e  to  many la te r  a s s o c ia t io n s . The 
gran ting  of lo an s  on th e  b a s is  of h ig h e s t b idder co n tin u ed  in  som e
a s s o c ia tio n s  for over a  h a lf  c en tu ry , and th e  p u rch ase  of sh a re s  o f s tock
Ifion an  in s ta llm e n t b a s is  p rev a ils  on a  minor s c a le  ev en  y e t .  A lthough 
th e  f iv e -m ile  lim ita tio n  m entioned above no longer p r e v a i ls ,* 7 modern 
sav in g s  and  lo a n  a s s o c ia tio n s  con tinue  to  lim it th e ir  lo an s  to  lo c a l 
urban  re a l  e s ta te .  Some of th e  la rg e r a s s o c ia t io n s ,  how ever, do b u s i­
n e s s  th roughout a s ta te ,  and in  som e in s ta n c e s  th e ir  o p era tio n s may
18co v er a  te rr ito ry  con ta in in g  se v e ra l s t a t e s .
*5I t probably  shou ld  b e  no ted  th a t  a  co o p era tiv e  a s so c ia tio n  
g ran ts  vo ting  r ig h ts  on th e  b a s is  of m em bership , no t s to ck  ow nership ; 
and  p ro fits  a re  apportioned  on th e  b a s is  o f p a tro n a g e , no t o w n e rsh ip .
16Jack W . C a s h ln , H isto ry  of S av ings an d  Loan in  T exas 
(Austin: Bureau of B u sin ess  R e sea rc h , The U n iversity  of T ex a s , 1956), 
p .  5 .
17The a s s o c ia tio n s  a re  s t i l l  g en e ra lly  r e s tr ic te d , co n v en tio n a lly  
to  50 m ile s .
*®Harold G . M oulton . F in an c ia l O rg an isa tio n  and  th e  Economic 
System  (New York: M cG raw -H ill Book C om pany, I n c . , 1938), p .  458 .
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I I .  EARLY GROWTH OF BUILDING AND LOAN ASSOCIATIONS 
The bu ild ing  and  loan  id ea  d id  not sp read  Im m ediate ly . The 
seco n d  a s s o c ia tio n  w as e s ta b lish e d  a t  th e  sam e p la c e  in  1845, fourteen  
y e a rs  a f te r  th e  Provident A sso c ia tio n . S ubsequen t to  1845, how ever, th e  
bu ild ing  and lo an  v en tu re  gained  ground rap id ly ; and  in  1850, th e  s ta te  
of P en n sy lv an ia , th e  f irs t  s ta te  to  have  a  sav in g s and  lo an  a s s o c ia tio n , 
e n a c te d  a  s p e c ia l law  for th e ir  in co rp o ra tio n . M oreover, P ennsy lvan ia  
con tinued  to  le a d  th e  f ie ld  in  a c tiv ity  for many y e a r s . As no ted  by 
D exter:
During th e  la s t  y e a rs  o f th a t d ecad e  (1840s), th e  o rg an iza ­
tio n  of th e s e  a s s o c ia tio n s  in  P h ilade lph ia  w as very  rap id .
U ntil 1849 or 1850 none w ere  In co rp o ra ted . They w ere 
sim ply vo lun tary  a s s o c ia t io n s , holding th e ir  property  
through th e  medium of t r u s te e s . Yet so  rap id  had  b een  
th e ir  grow th in  th a t  c ity  th a t  fifty  o r more w ere  o rg an ised  
b e tw een  1831 and 1849. . . H ence i t  c a n  be sa id  w ith  
g rea t f i tn e s s  th a t  P h ilad e lp h ia  h as  b een  th e  "breeding  p la c e"  
of th e s e  a s so c ia tio n s  in  A m erica. 19
Early Period
D ata re la tiv e  to  th e  ea rly  sp read  of bu ild ing  and loan  a s s o c ia ­
tio n s  in  th e  U nited  S ta te s  un fortunately  a re  s c a rc e .  H ow ever, i t  i s  
know n th a t a f te r  1845 th e  movement con tinued  a t  an  a c c e le ra te d  p a c e . 
S ta t is t ic s  for th e  1850s a re  la c k in g , but in  th e  1860s one hundred and  
fo rty -e ig h t a s s o c ia tio n s  w ere chartered ; from 1870-1875 th ree  hundred 
an d  se v en te e n  w ere  ch a rte re d . Figure I below  sum m arizes th e  y e a rs  of
19D ex te r, q q , c i t . , p p . 4 3 -4 4 .
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orig in  o f sav in g s  and lo an  a s so c ia tio n s  by s ta te s .
In th e  y ea rs  follow ing ra id -cen tu ry , th e  ea rly  type o f a s s o c ia tio n , 
w h ich  had  a lread y  developed  In  th e  v ic in ity  of th e  A tlan tic  seab o ard  
and In  th e  new s ta te s  of th e  upper M is s is s ip p i and  Ohio v a lle y s  and In 
th e  fa r W est (more e s p e c ia lly  In C a lifo rn ia  and T ex as), sp read  more 
g en era lly  throughout th e  co u n try . The developm ent of a  new p lan — th e  
"S eria l P la n " ‘- -d u r in g  th e  period  1855-1690 proved to  be  som ething of 
a boon to  bu ild ing  and loan  a s s o c ia t io n s . This tech n iq u e  made p o ss ib le  
th e  con tinu ity  of e x is te n c e  o f an  a s so c ia tio n  by a ss im ila tin g  new 
members a t  frequent In te rv a ls . Two o th e r ty p es of o rg an iza tio n , th e  
"Perm anent P lan" and th e  "Perm anent C a p ita l P lan" (to be  d esc rib ed  In 
d e ta il  in  th e  nex t chap ter) made th e ir  ap p earan ce  before 1900 and con­
tr ib u ted  s ig n ific an tly  to  th e  developm ent of th e  sav in g s and lo an  
m ovem ent.
I t Is  apparen t th a t th e  bu ild ing  and  loan  a s so c ia tio n s  expanded 
w ith  an  expanding n a tio n , en tering  Into new a re a s  a s  th ey  w ere  popu­
la te d  (se e  Fig.. 1 ). L itera ture and propaganda on bu ild ing  and loan  
a s s o c ia tio n s  w as s c a rc e , b e c a u se  th e  a s s o c ia tio n s  w ere lo c a l o rg an iza­
tio n s  w ithout any s ta te  or n a tio n a l o rgan  for th e  d issem in a tio n  o f In ­
form ation; there fo re  th e  bu ild ing  and  loan  Idea had  to  be  sp read  by 
In d iv id u a ls  who w ere  fam iliar w ith  bu ild ing  and  lo an  a c t iv i t ie s  in  th e  
com m unities from w hich th ey  cam e . One of th e  b a s ic  fac to rs  in  th e  
ex p lan a tio n  o f w hy th e  bu ild ing  and  loan  movement sp read  w hen i t  d id  
and  w here I t d id  i s  to  b e  found In an  a n a ly s is  o f th e  m ovem ents of th e
17
20people  hav ing  b een  p rev iously  a s s o c ia te d  w ith  such  in s t i tu tio n s .
A c lo s e  sc ru tin y  of Figure 1 re v e a ls  c e rta in  p a tte rn s  • The f ir s t  
sp read  o f th e  bu ild ing  and lo an  movement w as to  New York in  1836.
The next e a r l ie s t  d a te  of a  f irs t  a s so c ia tio n  i s  1843 in  South C a ro lin a . 
The next ev id en ce  of th e  bu ild ing  and lo an  movement is  found in  th e  
s ta te s  o f M ary land , New Je rse y , and  C o n n ec ticu t in  1849, follow ed 
by M a s s a c h u s e tts , 1852; M ain e , 1854; V irg in ia , 1859; D is tr ic t of 
C olum bia, 1861; G eorg ia and C a lifo rn ia , 1865; T ex a s , 1866; and O hio 
and D elaw are , 1867.
The bu ild ing  and lo an  movement w as ca rried  w estw ard  w ith  th e  
stream  o f m igration In  th a t  d ire c tio n . One stream  ca rried  I t to  Buffalo 
in  1851 and ano ther ca rried  i t  in to  I llin o is  in  1849.21 The ea rly  ap ­
p ea ran ce  o f bu ild ing  and loan  a s s o c ia tio n s  in  C alifo rn ia  i s  la rge ly  
ex p la in ed  by th e  Influx  of p eop le  from th e  e a s te rn  part of th e  U nited 
S ta te s  during th e  gold  ru sh  in  1849. As th e  sav in g s and loan  id e a  w as 
ca rried  from c ity  to  c ity  by th e  m igrating p o p u la tio n , th e  a s so c ia tio n s  
g radually  pervad e d  th e  e n tire  co u n try . By 1890, th ey  w ere e s ta b lish e d  
In every  s ta te  and te rrito ry  in  th e  n a t io n .22
20B odfish , f P* 8 3 .
21in a  s tr ic tly  te c h n ic a l s e n se  th e  C h icago  Building A sso c ia tio n  
d a te s  from 1851 w hen i t s  ch a rte r  w as  g ran ted ; how ever i t  c a rried  on 
b u s in e s s  fo r tw o y ea rs  before i t  w as ch a rte re d . This a s s o c ia tio n  i s  
known a s  th e  f irs t  " in  th e  W est • M
22piBtclhorst, o p .  c it. .  p. 128.
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There w as no un ified  organ iz ing  fo rce  to  g iv e  c e n tra lis e d  d irec tio n  
and  su p e rv is io n  to  th e s e  em erging a s s o c ia t io n s .  C o n seq u en tly , th e y  
cam e to  be  known by a  w ide v a rie ty  of nam es an d  p lan s  o f op era tio n  
(se e  C h ap ter 111). In  L ou isiana and  in  a  few  o th e r sc a tte re d  a r e a s , fo r 
ex am p le , th e y  cam e to  be known a s  "hom estead  a s s o c ia t io n s ," and  in  
th e  New England a re a  a s  "coopera tive  b a n k s ." The m ost common 
co rpo ra te  t i t l e  In th e  ea rly  period  w as  "build ing  and  lo an  a s so c ia tio n "  
or "build ing a s s o c ia t io n ."  H ow ever, a s  th e  natu re  of th e  a s s o c ia tio n s  
evo lved  and  th e  sav in g s  function  g a in ed  in  s ig n if ic a n c e , th e  a s s o c ia ­
tio n s  In c reas in g ly  cam e to  adop t th e  d es ig n a tio n  "sav in g s  and  lo a n ," 
or "sav in g s a s s o c ia t io n ."  The corporate  t i t l e  of "sav in g s  a s so c ia tio n "  
w as  In  u se  before 1900 and ap p eared  to  b e  in  in c re a s in g  u se  in  th e  
d e c a d e s  su b seq u en t to  1900.
By th e  1890s sav in g s and  lo an  a s s o c ia tio n s  w ere  rece iv in g  w id e ­
sp read  a t te n tio n . In  1887, The A m erican Economic A sso c ia tio n  w as 
recogn izing  them  in  i t s  m onographs, and  P ro fesso r S anbom , S ecre ta ry  
of th e  Am erican S o cia l S c ien ce  A sso c ia tio n , no ted  In  a  report a t  an  
an n u a l m eeting o f th e  a s s o c ia tio n  In  1889: "At th e  ra te  th e  bu ild ing  
a s s o c ia tio n s  a re  now g a in in g , th e  tim e may com e w hen th e ir  accum ulated  
sav in g s  a t  any  one tim e may ex cee d  th o se  o f our s a v in g s -b a n k s ." 23 
Table I below  In co rp o ra tes  P ro fesso r S an b o rn 's  d a ta .
23D ex te r, o p .  c i t . ,  p .  1 .
TABLE I
SAVING AND LOAN ASSOCIATIONS IN THE UNITED STATES, 1889
All New E n g la n d ------------------      120
N tw  York------------------------------------------------------------------------  350
N«w J t r t e y  $---------------------------------------------------    200
P ennsy lvan ia     -------      950
D elaw are an d  M a ry la n d ---------------------------------------------- — 225
O hio ----------------------------------------------------------------------------  750
In d ian a   -------    200
I llin o is  -------------------------------------------------   500
W is c o n s in  --------------------------------------------- — -------   45
M ich ig an -                     SO
M in n e so ta   -------      150
Iow a and N a b r a s k a ----------------------------------------------------------  150
M is s o u r i--------------------------------------------------------------------------- 100
K a n s a s ------------------------------------------------------    130
K entucky-----------      100
T s n n a s s s s  and  th a  S o u th w e s t-   ----------------   300
S outhern  A tlan tic  S ta te s         -------  100
C alifo rn ia  and  th a  N orthw est  ----------------------------    150
TOTAL------------------------------------------------- 4 ,5 8 0
SOURCE: F in ancial R eview  and Am erican B uilding A a so c|tflp p  N ew s.
13:10 , January 1894, C ited  by  C a s h ln , a l t . , p .  14.
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It w as not u n til 1893 th a t any th ing  approach ing  a  com prehensive 
survey  w as m ade. In th a t  y ea r  C arro ll D . W rig h t, U nited  S ta te s  
C om m issioner of Labor, conducted  th e  f irs t  governm ent sponso red  survey  
of sav in g s  and loan  a s s o c ia tio n s  in  th e  U nited  S ta te s . T able II below  
sum m arizes h is  f in d in g s .
A Period of G row th. 1880-1897
In th e  period  from 1880 to  1897 th e  sa v in g s  and  loan  a s s o c ia tio n s  
in  th e  U nited S ta te s  experienced  th e ir  f irs t  ex tended  period  of p rosperity  
and ex p a n s io n . By 1897, th e re  w ere 5 ,8 7 2  lo c a l a s s o c ia t io n s ,  w ith  
1 ,6 4 2 ,1 7 9  m em bers. Their com bined a s s e t s  am ounted to  $ 6 0 1 ,1 3 0 ,0 3 7 . 
H ow ever, in  th e  four y e a rs  su b seq u en t to  1897 th e ir  m em bership and 
a s s e t s  s te a d ily  d e c lin e d . This i s  th e  only  known tim e prior to  1930 
th a t sav in g s and loan  a s so c ia tio n s  experienced  a  d e c lin e  in  th e ir  
a c tiv ity  and grow th , th e  d ec lin e  being  ex p la in ed  by th e  se v e re  d e p re s ­
s io n  in  b u s in e s s  a c tiv ity  follow ing th e  pan ic  of 1893. The sav in g s  and 
loan  movement em erged from th is  se tb ack  w ithou t se rio u s  dam age, and 
in  th e  nex t th ree  y ea rs  i t  more th a n  reg a in ed  i t s  former p o s itio n  (see  
T able i n ) .
i n .  DEVELOPMENT IN THE TWENTIETH CENTURY 
The Period 1900 to  1920
Although th e  f irs t two d e c a d e s  of th is  cen tu ry  w ere not p erio d s o f 
se n sa tio n a l growth for sav in g s  and  lo an  a s s o c ia t io n s ,  th ey  w ere  a  period 
of con tinued  ex p a n s io n , a s  show n in  Table U I. After 1904 th e  sav in g s
21
TABLE II
SAVINGS AND LOAN ASSOCIATIONS IN THE UNITED STATES, 1893
L ocation A sso c ia tio n s Shareho ldars N et A sse ts
A rkansas ------------------- -------  69 19,493 $ 5 ,8 5 1 ,2 0 5
C a l i fo rn ia ------------------- -------  139 31 ,677 1 3 ,0 9 0 ,8 0 2
C o l o r a d o ------------------- -------  60 16 ,950 5 ,0 8 8 ,0 0 4
C o n n e c tic u t------------------------  15 3 ,222 433,578
D e la w a r e ------------------- -------  24 5 ,331 2 ,4 1 0 ,8 6 2
D i t t .  o f C o lu m b ia------- -------  32 24 ,451 6 ,8 2 1 ,8 6 1
G eorg ia*  —  ---------------- 10,453 3 ,1 3 7 ,6 0 3
F lo r id a -------------------------------  37 10,524 3 ,1 5 9 ,4 1 8
Illlno fta------------------------ 146,571 5 5 ,8 2 1 ,8 8 8
Ind iana - - ---------- ------ -------  350 90 ,157 2 1 ,3 9 0 ,5 5 0
Iowa - - - - - - - - - - - - -------  100 36,865 9 ,0 4 9 ,3 1 0
K ansas - --------------------- -------  164 46 ,3 3 0 1 3 ,907 ,211
L o u is ia n a ------------- -------  21 6 ,569 3 ,3 9 1 ,5 5 7
M aine-------------------------- -------  36 10,064 2 ,0 2 0 ,0 6 3
M a r y la n d ------------------- -------  200 62 ,294 1 4 ,921 ,607
M a ssa c h u se tts  - - - - - - -------  115 5 4 ,484 1 4 ,5 7 4 ,3 3 4
M ichigan* - - -------- -------  99 27 ,968 8 ,3 9 5 ,2 0 7
M in n e so ta ------------------- -------  91 25 ,708 7 ,7 1 6 ,8 0 6
M is s is s ip p i - -------- -------  41 11,393 3 ,7 2 6 ,2 9 1
M isso u ri --------------------------  418 7 4 ,6 2 0 3 5 ,4 4 6 ,4 2 9
N ebraska --------------- -------  4V 13,278 3 ,9 8 5 ,6 0 3
New H am p sh ire* -----------------  17 8 ,857 1 ,1 3 7 ,7 1 9
New J e rs e y - - - - - - - - - -------  282 87 ,019 3 0 ,8 7 1 ,6 4 4
New Y o r k ------------------- -------  447 156,660 3 2 ,8 2 0 ,5 6 3
O h i o ----------------------------------  723 227,535 5 9 ,2 0 4 ,8 2 6
P e n n s y lv a n ia ----------------------  1 ,100 254,918 8 0 ,8 6 0 ,9 7 6
Rhode Is lan d  -  ------------ -------  7 2 ,5 0 6 791 ,410
T en n essee -------  143 40,398 1 2 ,1 2 6 ,4 1 0
U tah ----------------------------- -------  11 3 ,108 932,801
W isco n s in  - - ------------------  67 18,928 5 ,6 8 1 ,6 0 5
All o th e r s ta te s  -  ------- -------  45,Q -127<12£ 38,160^032
TOTAL---------------  5 ,8 6 0 1 ,4 9 6 ,4 5 6 $49 6 ,9 2 8 ,4 0 5
s o u r c e : l in a ire lf li  B ffY teA ad  A n t r t a a  Building Hear*/ i 3 : i o ,
January , 1894, C ited  bv C a sh ln . o p . o l t . . p .  15.
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TABLE III




a s s o c ia tio n s  
(thousands)
A sse ts
(b illio n s of 
do lla rs)
Number 
o f hom es 
financed
Amount o f m ortgage 
lo an s made 
(thousands 
o f do lla rs)
1893 5 .8 .5 0
1894 5 .9 .6 0
1895 6 .0 w62
1896 6 .0 .65
1897 5 .9 .6 7
1898 5 .6 .66
1899 5 .6 .62
1900 5 .5 .6 0
1
1901 5 .4 .60 5 0 ,0 0 0 $124,334
1902 5 .4 .61 5 5 ,0 0 0 137,482
1903 5 .3 .6 0 6 0 ,000 150,689
1904 5 .3 .62 6 0 ,500 151,537
1905 5 .3 .65 6 9 ,0 0 0 173,923
1906 5 .4 .69 7 6 ,0 0 0 197,244
1907 5 .5 .75 7 8 ,0 0 0 209,925
1908 5 .6 .8 0 73 ,000 195,047
1909 5 .7 .86 8 0 ,0 0 0 224 ,350
1910 5 .9 .95 8 7 ,0 0 0 260,642
1911 6 .1 1 .0 0 9 5 ,0 0 0 282,252
1912 6 .3 1 .1 0 9 9 ,7 0 0 299,133
1913 6 .4 1 .20 109 ,000 327,831
1914 6 .6 1 .4 0 112,000 341,647
1915 6 .8 1 .5 0 114 ,000 351 ,820
1916 7 .0 1 .6 0 129,000 413 ,289
1917 7 .3 1 .8 0 154 ,000 492,095
1918 7 .5 1 .9 0 145,000 480,292
1919 7 .8 2 .1 0 210 ,000 693 ,000
1920 8 .6 2 .5 0 215 ,000 770 ,000
SOURCE: F ederal Home Loan Bank Board; U nited  S ta te s  S av ings and  
Loan L eague.
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and  lo an  movement grew  a t  a  s te a d y  p a c e , a s s e t s  p a s s in g  th e  b illio n  
d o lla r  mark in  1911, and  th e  tw o  b ill io n  d o lla r  figu re  in  1919.
By 1920 sav in g s and loan  a s s o c ia tio n s  had  a lm ost f iv e  m illion  
m em bers, approxim ately  th ir ty  p e r  cen t more th an  in  1900C During th e  
period  th e re  w as a ls o  a  s te ad y  g a in  In  th e  an n u a l volum e of m ortgage 
lo an s m ade. The la t te r  am ounted to  more th a n  th re e  q u a rte rs  of a  b illio n  
d o lla rs  in  1920, an  in c re a se  o f approx im ately  535 per cen t over 1900. 
There w ere sev en  s ta te s  ( I l l in o is , In d ian a , M a s s a c h u s e t ts ,  New 
Je rse y , New York, O h io , P ennsy lvan ia) in  w hich  th e  rep o rted  a s s e ts  
w ere in  e x c e s s  o f $ 1 0 0 ,0 0 0 ,0 0 0 . A ggregate a s s e t s  for th e  n a tio n  ro se  
from $ 0 .6  b ill io n  In 1900 to  over $ 2 .5  b illio n  in  1920, more th an  a  300 
p er c e n t In c rea se  •
E xpansion . D ep ress io n  and  R ecovery. 1920-1945
At th e  beginning of th e  1920s, sav in g s  and  lo an  a s s o c ia tio n s  
w ere  abou t to  em bark upon a  tu rbu len t period  of f irs t  a  d ecad e  of ex ­
p an s io n  and  th e n  a  d e c ad e  of co n trac tio n  and ad ju s tm e n t. The decad e  
of th e  tw e n tie s  saw  a  huge growth in  num bers o f a s s o c ia tio n s  and 
a s s e ts ;  bu t in  th e  follow ing d ecad e  th e  a s s o c ia tio n s  w ere  confron ted  
w ith  th e  ag o n is in g  ta s k  o f ad ju stin g  to  a  se v e re  co n tra c tio n  in  econom ic 
a c tiv ity  In  g e n e ra l .
The 1920s. The n a t io n 's  popu la tion  grow th during th e  1920s 
ex ceed ed  th a t  o f any o th e r com parable period  in  i t s  h is to ry . There 
w as  a  n e t ad d itio n  to  th e  n a t io n 's  popu la tion  of 1 7 ,0 0 0 ,0 0 0 , ra is in g
th e  to ta l  to  a lm ost 1 2 3 ,0 0 0 ,0 0 0  in  1930. M oreover, th is  w as th e  
d ecad e  of a  m ost im portant dem ographic ch an g e— a n  in c reas in g  m ove­
ment from th e  co u n try sid e  to  th e  c i t i e s . M ore th a n  6 ,0 0 0 ,0 0 0  p eop le  
moved from farm s to  c i t ie s  from 1920 to  1930. So la rg e  w as th e  exodus 
from th e  farm in  th e  d ecad e  of th e  1920s, th a t  th e  farm p o p u la tio n , for 
th e  f irs t  tim e , su s ta in e d  a  n e t lo s s ,  d ec lin ing  by 1 ,2 0 0 ,0 0 0 . The 
fundam ental and  fa r-reach in g  natu re of th is  change in  th e  Am erican 
s o c ia l s tru c tu re  can  be com prehended w hen i t  is  n o ted  th a t  in  1900 
n ea rly  60 per cen t of th e  Am erican popu la tion  re s id ed  in  th e  country  and 
in  sm all tow ns under 2 ,5 0 0 ; by  1930, on ly  44 p er c e n t liv ed  in  ru ra l 
a r e a s .
The d ec ad e  o f th e  1920s w as a  period  of g en e ra l ex p an s io n , a  
m ajor stim ulus to  w hich  w as  th e  growth in  th e  co n s tru c tio n  in d u stryI
24a f te r  1918. A g rea t ex p an sio n  occurred  in  th e  co n s tru c tio n  of d w e ll­
in g s ,  e s s e n tia lly  a s  a  co n seq u en ce  of in c re as in g  u rb an iza tio n  and th e  
growth o f incom e. In 1920, 247 ,000  nonfarm housing  u n its  w ere  
In it ia te d . By 1922, th e  figure had  r is e n  to  7 1 6 ,0 0 0 . This ex p an sio n  
con tin u ed  u n til a  peak  w as a tta in e d  in  1926, w hen a  record  o f approx i­
m ately  9 7 0 ,0 0 0  non-farm  dw elling  u n its  w ere  s ta r te d . I t w as a lm ost 
a  q u arte r of a  cen tury  befo re  th is  record  w as s u rp a s s e d .
2*A rthurS . L ink. American Epoch (New York: Alfred A . Knopf, 
1958), p .  302 .
25The 1926 reco rd  w as  su rp a sse d  in  1949 (se e  C h ap te r  V).
G iven  th is  environm ent, th e  1920s proved to  b e  a  fe r tile  d ecad e  
Indeed  for th e  sav in g s  and loan  b u s in e s s . The num ber o f sav in g s  and 
lo an  a s s o c ia tio n s  In creased  from 8 ,6 3 3  In 1920 to  a  peak  for th e  d ecad e  
o f 12 ,804  In  1927, prim arily  in  re sp o n se  to  th e  dem and for financing  of 
th e  approx im ately  sev en  m illion new  housing  u n its  s ta r te d  In  th e  d ecad e  
o f th e  1920s and th e  lib e ra l ch a rte r  g ran ting  po licy  on  th e  part of s ta te  
superv iso ry  a u th o r it ie s . From th e  follow ing ta b le s  and ch a rts  I t c a n  be 
se e n  th a t agg rega te  sav in g s  and lo an  a s s e t s  In c reased  from approx i­
m ately  $8 .6  b illio n  in  1920 to  $ 1 1 .8  b illio n  by th e  c lo se  of th e  d e c a d e . 
S im ila rly , th e  annual volume of m ortgage lo an s In c reased  from $770 m illion  
in  1920 to  $ 1 .8 5  b illio n  in  1929, hav ing  reach ed  a peak  of $2*1 b illio n  
in  1927. The e s s e n c e  o f th is  growth c a n  be  g lean ed  from se le c te d  
item s in  Table IV.
The 1930s. The in c reas in g  sp e cu la tio n  of th e  la te  1920s cu lm i­
n a ted  in  th e  sto ck  m arket c ra sh  in  O cto b er, 1929, and  u sh ered  in  a
26s e r ie s  of ev en ts  w hich induced  a  d ep re ss io n  in  th e  A m erican econom y.
The con fid en ce  of th e  b u s in e s s  community w as  se v e re ly  sh a k en , fin an ­
c ia l  in s titu tio n s  w ere  w eak en ed , and  th e re  w as a  se v e re  d im inution  o f 
in d u s tr ia l a c tiv ity  in  g e n e ra l .  O ne of th e  barom eters o f econom ic d ec lin e  
w as th e  in c re as in g  frequency  o f bank and  b u s in e s s  f a i lu r e s . Betw een 
1921 and  1929 approxim ately  5 ,4 0 0  fa ilu re s  o ccu rred . In  1929, 659 banks
^6John K. G a lb ra ith , The G reat C ra s h . 1929 (Houghton M ifflin , 
1925), pp. 1 -2 1 2 .
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TABLE IV




a s so c ia tio n s  
(thousands)
A sse ts  
(b illio n s 





Amount o f 
m ortgage 
lo a n s  made 
(m illions 
of do lla rs)
1920 8 .6 2 .5 0 215 770
1921 9 .3 2 .9 0 190 693
1922 10 .0 3 .3 0 250 900
1923 10.7 3 .9 0 360 1 ,206
1924 11 .4 4 .8 0 425 1 ,460
1925 12.4 5 .5 0 503 1 ,760
1926 1 2 .6 6 .3 0 550 1,945
1127 12.8 7 .2 0 603 2 ,1 1 0
1928 12.6 8 .0 0 615 2 ,153
1929 12.3 8 .7 0 500 1 ,850
1930 11.8 8 .8 0 350 1 ,300
m
SOURCE: F ederal Home Loan Bank Board; U nited  S ta te s  S av ings and 
Loan L eague.
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having dep o sits  o f alm ost $ 2 5 0 ,000 ,000  failed ; In the  follow ing year 
1 ,352 banks fa iled  w ith d ep o s its  of $ 8 5 3 ,0 0 0 ,0 0 0 . As th e  c r is is  
w orsened  In 1931, 2 ,294  banks w ith d ep o s its  of approxim ately 
$ 1 ,7 0 0 ,0 0 0 ,0 0 0  c lo se d . W ith th e  a s s is ta n c e  o f th e  R econstruction
Finance C orporation In 1932, only 1 ,456 banks w ith  d ep o s its  o f nearly
27
$ 7 5 0 ,000 ,000  fa ile d . During four y e a rs , 1930-1933, not le s s  than  
9 ,0 0 0  banks c lo se d . Equally dism al from 1829 through 1932 w ere th e  
109,371 com m ercial fa ilu re s , having aggrega te  l ia b il i t ie s  of approxi­
m ately $ 3 ,0 0 0 ,0 0 0 ,0 0 0 . The confidence in  th e  future o f b u s in e ss  
ac tiv ity  and of financ ia l In s titu tio n s  reached  a low eb b .
These even ts  and expecta tions about the  future had  serious re ­
p ercu ssio n s upon sav ings and loan  a s s o c ia tio n s . For th e  second tim e 
s in ce  th e ir  founding there  w as a genera l d ec lin e  in  sav ings and loan 
b u s in e s s . Heavy w ithdraw als w ere common, b ecau se  of both a dim inu­
tio n  o f confidence and th e  n e c e ss ity  to  supplem ent declin ing  personal 
in co m es. The d isrup tion  o f normal com m ercial banking se rv ice  further 
d ep ressed  sav ings and loan  a c tiv ity , e sp e c ia lly  by freezing sav ings and 
loan  d ep o s its  in  com m ercial banks in  many in s ta n c e s .
The m agnitude of th e se  contradtionary  developm ents can  be seen  
in  Table V b e lo w .
The re c e ss io n s  of 1896-97 and 1929-33 are  th e  only ones in  th e  
h isto ry  o f th e  build ing and loan  movement w hich tended  to  reduce th e
27Link, o p . c i t . , p . 359.
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TABLE V




Number of A sso c ia tio n s
J f tp m a n f l i ) ________
S ta te  F ederally  Total 
C h arte red  C h a rte red  A ssns
A sse ts
(m illions 
o f d o lla rs )
Amount of 
m ortgage 
lo an s  made 
(m illions 
of d o lla rs)
1929 12,342 12,342 8 ,6 9 5 1,791
1930 11,777 11,777 8 ,8 2 9 1 ,262
1931 11,442 11,442 8 ,4 1 7 892
1932 10,997 10,997* V ,750 543
1933 10,668 59 10,727 6 ,9 7 8 414
1934 10,280 639 10,919 6 ,4 5 0 451
1935 9 ,5 4 9 985 10,534 5 ,8 8 9 564
1936 9 ,044 1,212 10,256 5 ,7 4 2 755
1937 8 ,3 3 4 1 ,328 9 ,7 6 8 5 ,7 1 2 897
1938 77,583 1 ,368 8 ,9 5 1 5 ,6 3 0 798 -
1939 6 ,918 1 ,410 8 ,3 2 4 5 ,6 7 4 986
1940 6 ,293 1,445 7 ,738 5 ,7 9 5 1,200
SOURCE: S av ina and  Home F inance Source Book. 1954 (W ashington ,
D . C . :  Horaa Loan Bank Board), p .  6; U . S . B ateau  o f th a  
C e n s u s , H is to r ic a l S ta t is t ic s  of th e  U nited  S ta te s . 1789-1945 
(W ashington , D . C . ,  1949), p .  175; B odfish . op- c i t . .  p . 136. 
S av in as and Loan F act Book, and  S av in as and  Loan A nnals . 1959 
(C hloago: U nited  S ta te s  S avings and Loan L eague, 1959), 
p p . 38—64•
* F ederal Home Loan Banks opened  for b u s in e s s .
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to ta l  a s s e t s  of sav in g s and lo an  a s s o c ia t io n s .  But th e  e ffe c ts  of th e
la tte r  re c e s s io n  w ere  by far th e  more s e v e re . Both th e  num ber of
a s s o c ia tio n s  and  th e  ag g reg a te  a s s e ts  d ec lin ed  during th e  e n tire
d ecad e  o f th e  1930s.
The number of a s s o c ia tio n s  and th e  annua l volum e of home
m ortgage financing  began  to  d e c lin e  a f te r  1929. H ow ever, in  i t s  f ir s t
y e a r s ,  th e  d ep ress io n  o f th e  1930s had  very  l i t t le  im m ediate e ffe c t upon
sav in g s  and loan  a s s e t s . T able V show s th a t i t  w as 19%2 befo re  th e
d e c lin e  in  econom ic a c tiv ity  se rio u s ly  in flu en ced  sav in g s  and loan
a s s e t s .  By 1932 th e  number of a s s o c ia t io n s ,  th e  d o lla r v a lu e  of a s s e t s ,
and  th e  annual d o lla r volum e of m ortgage lo an s  w ere  a l l  d ec lin in g  •
C onsidering  n e t a s s e t s ,  th e re  w as  about a th ir ty  p er c e n t d e c lin e  in
a s s e ts  from 1931 to  1939, more th an  h a lf of them  e ith e r  tran sfe rred  to
28o th e r a s s o c ia tio n s  or v o lu n ta rily  liq u id a te d . The beh av io r of sav in g s  
and lo an  a s s o c ia tio n  fa ilu re s  and approxim ate lo s s e s  a re  show n in  
Table VI b e lo w .
F ederal L eg is la tio n  in  th e  1930s
The havoc w rought by th e  "G reat C rash "  among sa v in g s  and  home 
financing  In s titu tio n s  com pelled  C on g ress to  ta k e  a c tio n . C o n seq u en tly , 
th e  F edera l Home Loan Bank System  w as c re a te d  by  th e  F ederal Home




























SAVINGS AND LOAN ASSOCIATION FAILURES 
AND ESTIMATED LOSSES, 1920-1945
Number Number T otal l ia b i l i t ie s  E stim ated  
o f A ssn s . F ailed  S a iled  A s s n s ._________Loss
8 ,6 3 3 2 $ 506




12,403 26 5 0 0 ,000
12,626 12 380,725
12,804 21 1 ,0 1 3 ,0 0 0
12,666 23 56 8 ,0 0 0
12,343 159 2 ,3 1 2 ,6 2 6
11,777 190 $ 8 0 ,4 3 7 ,5 0 8 2 4 ,6 7 6 ,0 5 9
11,442 126 6 1 ,9 0 8 ,5 2 9 2 2 ,3 2 7 ,8 4 2
10,997 122 5 2 ,8 1 8 ,3 8 7 2 0 ,3 3 7 ,2 5 5
10.727 88 2 1 5 ,5 1 6 ,8 1 2 4 3 ,9 5 4 ,5 4 7
10,919 68 3 4 ,7 2 7 ,6 1 6 1 0 ,1 7 4 ,4 4 2
10,534 239 3 1 ,9 4 6 ,2 3 5 1 5 ,7 8 2 ,0 6 8
10,256 144 2 0 ,3 1 6 ,1 9 7 9 ,0 5 1 ,5 8 3
9 ,7 6 2 269 4 4 ,7 3 8 ,7 4 7 1 5 ,7 7 5 ,0 9 6
8 ,9 5 1 277 3 6 ,0 2 4 ,8 7 4 1 1 ,2 8 1 ,2 4 6
8 ,3 2 8 183 8 4 ,9 0 0 ,8 4 0 2 0 ,0 4 0 ,2 2 5
7 ,8 3 9 129 6 9 ,5 5 9 ,8 6 5 6 ,7 4 3 ,6 4 3
7 ,2 0 7 44 8 ,5 7 5 ,5 8 0 1 ,0 5 2 ,2 3 1
6 ,8 0 6 18 8 ,9 1 8 ,9 5 1 1 ,7 8 9 ,2 9 1
6 ,5 1 7 11 1 ,4 8 3 ,9 3 7 260 ,777
6 ,2 9 9 5 2 ,5 0 2 ,8 3 5 154,924
6 ,1 6 3 0 0 0
U nited  S ta te s  S av ings and Loan League; F ederal Home Loan 
Bank Board; H ousing and  Home F inance Agency •
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Loan Bank A ct, July 22 , 1 9 3 2 ,29 The fu ture o f th e  sav in g s  and lo an
movement w as  profoundly a ffec ted  by th e  e s tab lish m en t o f  th is  sy s tem .
The co n trib u tio n s of th e  F ederal Home Loan Bank System  to  sav in g s  and
home financing  a re  no ted  by D ls te lh o rs t a s  fo llow s:
The econom ic environm ent of th e  ea rly  and  m iddle 1930 's 
p rovided an  Im m ediate opportunity  to  th e  F edera l Home 
Loan Bank System  to  d em onstra te  I ts  u s e fu ln e s s . The 
heavy  w ithd raw als of sav in g s  In th a t  period  had  a l l  bu t 
d ried  up th e  supply  o f home m ortgage fu n d s . By advancing  
to  I ts  member sav in g s  and home financing  In s titu t io n s , 
th is  re se rv e  c red it sy stem  did more th a n  m ake new  funds 
av a ila b le  for home lo a n s . It m ade funds a v a ila b le  to  m eet 
w ithd raw als o f sav in g s  prom ptly , the reby  help ing  to  re s to re  
con fidence  in  I ts  member sav in g s  In s titu tio n s  and a ttra c tin g  
a  new flow  o f s a v in g s . 30
The System  w as c re a te d  to  provide a  c e n tra l re se rv o ir  of c red it 
for sav in g s  and home financing  In s titu tio n s . It o p n s is ts  of e lev en  
reg io n a l re se rv e  b an k s known a s  F ederal Home Loan B anks. The 
System  Is  governed by a  board known a s  th e  F ederal Home Loan Bank 
B oard. The function  of th e  Banks Is  to  make ad d itio n a l c a sh  av a ila b le  
to  member In s titu tio n s  w hen needed  to  h e lp  them  m ain ta in  th e ir  liq u id ity  
and supplem ent th e ir  funds for m ortgage le n d in g . The Home Owners Loan 
Act o f 1933 gave th e  F ederal Home Loan Bank Board chartering  au thority  
and  su p e rv is io n  o v er F ederal S av ings and  Loan A sso c ia tio n s , w hich  m ust 
b e  members of th e  S ystem . S ta te  ch a rte red  a s s o c ia tio n s  a re  members by
29Link. o p . c i t . .  p .  372 .
^ ^ D ls te lh o rs t, o p .  o l t . .  p .  139.
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c h o ic e . There h a s  b ee n  a  con tinuous and co n s tan t in c re a se  in  FHLB 
m em bership s in c e  1933.
The Home Owners Loan C orporation  w as c re a te d  in  1933 to  r e ­
finance  th e  m ortgage lo an s  of d is t re s s e d  m ortgage d eb to rs  w ith  long ­
te rm , am ortized , lo w -in te re s t lo a n s . In  a d d itio n , th e  HOLC bought 
sh a re -a c c o u n ts  in  ex is tin g  sav in g s  and loan  a s s o c ia t io n s . The U nited  
S ta te s  T reasury and th e  HOLC com bined In v es te d  $ 2 7 3 .2  m illion in  1 ,400  
ap p lican t a s s o c ia tio n s  from 1933 to  1950, thereby  a id ing  su b s ta n tia lly  
th e  recovery  o f th e  sav in g s and lo an  Industry  U nlike th e  FHLB S ystem , 
th e  HOLC w as a  tem porary ven tu re  d es ig n ed  a s  a  re sc u e  program . It 
exp ired  in  1950, w hen i t s  rem aining portfo lio  of m ortgage lo an s  w as so ld  
to  pr te a te  in s t i tu t io n s .
C ongress further co n trib u ted  to  th e  re s to ra tio n  o f con fidence  by 
c rea tin g  th e  F ederal D eposit In su ran ce  C orporation  in  1933. In 1934,
T itle  IV tv as  added to  th e  N ational H ousing Act of 1933, providing for 
th e  c re a tio n  of th e  F ederal S avings and Loan In su ran ce  C orpo ra tion .
This in s titu tio n  ex tended  to  sav in g s and lo an  a s s o c ia tio n s  p ro tec tion  
s im ila r to  th a t  g iven  to  com m ercial bank d e p o s its  by th e  FDIC. The 
FSLIC o p e ra te s  under th e  supeiM aion  of th e  FHLB B oard. The C orporation  
in su re s  sh a re -a c c o u n ts  up to  $ 10 ,000  for each  in v e s to r 's  accoun t in  each  
In su red  sav in g s and loan  a s s o c ia t io n . A se ttlem en t of acco u n ts  b e f f a s
^ ^ Savinas and Loan A sso c ia tio n s  (New York: R esearch  C ouncil 
Am erican Bankers A sso c ia tio n , F ebruary , 1958), p .  v .
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w henever an  a s s o c ia tio n  i s  proclaim ed in  d efau lt by th e  appropria te  
au th o ritie s  and  o rdered  to  be  liq u id a ted  (See ch ap te r IH ).
The d ep re ss io n  ex p erien ce  produced changes and ad ap ta tio n s  In 
th e  sav in g s and lo an  b u s in e ss  proper a s  re se a rch  rev ea led  th e  c a u s e s  
of th e ir  d if f ic u lt ie s . U nder th e  in flu en ce  o f fed era l ch a rte r p ro v is io n s 
en ac ted  by C o n g ress  In 1933, tn d  th e  sp o n so rsh ip  of sav in g s  and loan  
le a g u e s , g re a te r  f lex ib ility  and uniform ity w ere  provided in  s ta te  law s 
governing sav in g s and lo an  a s s o c ia t io n s .  Another s ig n ific an t Innova­
tio n  Was provided:
During th e  p erio d , th e  a s so c ia tio n s  changed  th e ir  method 
o f making lo an s  to  th e  d irec t reduction  p la n . This Is  th e  
p lan  w hich  p rov ides for th e  d irec t a p p lic a tio n  o f th e  
p rin c ip a l portion  of th e  monthly paym ent to  th e  b a lan ce  
of th e  lo an  each  m onth. Prior to  th is  tim e a l l  lo a n s , 
w h ile  am ortized , had  b een  c red ited  p e rio d ica lly  w ith  th e  
accum ulation  of p rin c ip a l In a  sav in g s  ac c o u n t. This 
p la n , now su p ersed ed  by th e  d irec t reduction  p la n , w as 
known a s  th e  sh are  acco u n t-s in k in g  fund loan  p la n . The 
d irec t red u ctio n  lo an  pbu i Is  th e  m ost d e s ira b le  from th e  
borrow er's  s ta n d p o in t.
The WflTYWff
Under th e  Im petus o f  th e s e  innovations and Improvement in  g en era l 
b u s in e s s  co n d itio n s , th e  sav in g s and lo an  b u s in e s s  g rad u ally  reco v e red , 
beg inn ing  slow ly  a t  f ir s t  In  1938 and not ach iev ing  an  a c c e le ra te d  p ace  
u n til a f te r  1945. There a re  many reaso n s  for th e  slow  grow th during th e  
period  1941-45 , ev en  though p erso n a l Income ro se  co n s id erab ly  and
328 av ln g s and Loan P rin c ip le s , o p .  c i t . . p .  3 4 .
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sav in g s w are enorm ous. There are  two b a s ic  re a so n s : F irs t, personal 
sav in g s w ere channeled  in to  U nited S ta te s  Savings B onds. Largely 
under th e  In fluence o f p a trio tic  m otivation , sav in g s bond Investm ent 
ro se  from approxim ately $ 2 .8  b illio n  in  1940 to  $46 .2  b illio n  in  1947 
and lev e led  off a t approxim ately $50 b illio n  o r le s s  th e rea fte r  in  th e  
postw ar p erio d . S econd, th e  to ta l number of housing s ta r ts  dec lined  from 
602 ,600  in  1940 to  a low of 141,800 in  1944. Even w ith  ris in g  home 
p rices  and a  growing share  of home financing  by sav ings and loan  
a s s o c ia tio n s , th e  do lla r v a lu e  of mortgage loans made by sav in g s and 
loan  a s so c ia tio n s  during th e  period  rem ained approxim ately c o n s ta n t.
The Postw ar Years
The postw ar y ea rs  saw  the  fru ition  of a century  and a  h a lf  of 
sav ings and loan  experience in  a rap id ly  growing demand for th e ir  
se rv ices  and a s s e t s .  W ith th e  p o ss ib le  excep tion  of M utual Funds and 
c red it u n io n s , w hich are  of re la tiv e ly  inconsequen tia l m agnitude, sav ings 
and loan  a s so c ia tio n s  have grown more rap id ly  in  th e  postw ar pariod  
th an  any o ther fin an c ia l in term ediary . The m agnitude and scope  o f th is  
new era  of expansion  is  to  be observed  in  Table VII b e low .
A sso c ia tio n  a s s e ts  have in c rease d  from about $ 4 .7  b illio n  in  1945 
to  over $67 b illio n  In  June , 1960—over a  fourteen  hundred per cen t 
in c re a se  In tw enty  y e a rs . For sev en  co n secu tiv e  y e a rs , 1953-60, a s s e t  
growth h a s  exceeded  $5 b illio n  per y e a r . (Figure 2 d ep ic ts  th e  behav io r 
of a s s e ts  from 1900 to  1959.) Annual mortgage lo an s have exceeded
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TABLE VII
GROWTH £>T SAVINGS AND LOAN ASSOCIATIONS IN THE UNITED
STATES, 1941-1960
D ate
Number of: A ssociations
________ ( t o u a r a i i ) ____________
S tate  Federally Total 









1941 5/751 1,456 7 ,207 6,053 1,379
1942 5,342 1,464 6 ,806 B, 199 1,051
1943 5,045 1,466 6,511 6,593 1,184
1944 4 ,836 1,464 6,299 7 ,480 1,454
1945 4 ,696 1,467 6,163 8,794 1,913
1946 4,643 1,471 6,114 10,195 3,584
1947 4 ,586 1,478 6,064 11,725 3,811
1948 4 ,536 1,485 6,021 13,067 3,607
1949 4,485 1,508 5,993 14,605 3,636
1950 4,421 1,526 5,947 16,885 5 ,238
1951 4,387 1,549 5 ,936 19,174 5 ,250
1952 4 ,360 1,581 5 ,941 22,667 6,617
1953 4,395 1,605 6 ,000 26,625 7,767
1954 4 ,390 1,640 6 ,030 31,633 8 ,969
1955 4,365 1,683 6,048 37,656 11,432
ltftS 4 ,397 1,739 6,136 42,875 10,545
1957 5,397 1,772 6,169 48,183 10,402
1958 4,393 1,807 6,200 55,075 12,346
1959 4 ,389 1,841 6 ,230 63,472 15,463
1960 * 6 7 ,2 0 0 **15,320
SOURCE: U nited S ta tes  Saving and Loan League; Home Loan Bank Board; 



















SOURCE: UNITED STATES SAVINGS
AND LOAN LEAGUE; FEDERAL 
HOME LOAN BANK BOARD.
FIGURE 2 -  SAVINGS ANO LOAN ASSETS, 1900-1959
$10 b illio n  for s ix  s u c c e s s iv e  y e a rs ,  1954-1959 . M oreover, sav in g s
and  loan  a s s o c ia tio n s  have grown in  favor w ith  th e  p ub lic  a s  a
deposito ry  of s a v in g s . More th a n  50 per cen t of th e  volum e o f th e
p a ssb o o k -ty p e  of sav in g s  s in c e  1955 h a s  found i t s  w ay  in to  sav in g s
33and lo an  a s s o c ia t io n s .  This m eans th a t  from 1955 to  1959 sav in g s  
and lo an  a s so c ia tio n s  have  ex p erien ced  an  In c rea se  in  sa v in g s  g rea te r
i
th an  com m ercial b a n k s , m utual sa v in g s  b a n k s , and c red it u n iM i com ­
b in e d . At th e  end of 1959, th e  com bined m ortgage portfo lio  o f sav in g s  
and lo an  a s s o c ia tio n s  ex ceed ed  $ 5 6 .3  b ill io n , a f te r  a  n e t g a in  of $7 
b ill io n  in  m ortgages during 1959. During 1959 sav in g s  and loan  
a s s o c ia tio n s  accoun ted  for th e  la rg e s t sh are  of agg rega te  home f in a n c ­
ing  In th e ir  h is to ry , an  unpreceden ted  40 p e r c e n t.
IV. SUMMARY
Today, one hundred and tw en ty -n in e  y e a rs  a f te r  th e  f irs t  sav in g s 
and  lo an  a s s o c ia tio n  w as founded in  Frankford (now part of P h ilad e lp h ia ), 
P en n sy lv a n ia , th e re  a re  more th an  6 ,0 0 0  sav in g s and  loan  a s s o c ia t io n s , 
one  o r more in  v irtu a lly  every  urban c e n te r , in  th e  U nited  S ta te s  and  I ts  
te r r i to r ie s . l ik e  th e ir  p re c u rso rs , th ey  a re  e s s e n tia l ly  lo c a l in  o p era­
tio n  and s t i l l  s p e c ia liz e  in  th e  prom otion of th e ir  o rig in a l p u rposes of 
encouraging th r if t and  home financing  a c t iv i t ie s . T hese in s titu tio n s
33S av in as and  Loan News (C hicago: U nited  S ta te s  S av ings and  
Loan L eague, Ju ly , 1960), p p . 46-4V .
have throughout th e ir  en tire  e x is te n c e  f ille d  a b a s ic  need  In  our 
econom y—th e  prom otion of th rif t and  co o p era tiv e  financ ing  of home 
co n s tru c tio n  in  a  growing n a tio n  w here th e re  w ere  no o th e r sp e c ia liz e d  
f in an c ia l in s titu tio n s  ca te rin g  to  th e  w ag e-earn in g  c l a s s .  The growth 
o f sav in g s and loan  a s so c ia tio n s  w as  slow  a t  f i r s t ,  but in  th e  p o s t 
C iv il W ar period th e ir  growth w as s te a d y , a s  th e s e  new in s titu tio n s  
m ade ad justm en ts and ad ap ta tio n s  to  an  evolv ing  environm ent. Their 
f ir s t  minor se tb ack  occurred  In  1897, bu t In  1904 th ey  en tered  a  period  
of s te ad y  grow th , w hich a c c e le ra te d  In  th e  1920s.
The d ecad e  of th e  1930s w as a period  of M c lin e  for th e  sav in g s  
and lo an  b u s in e s s . H ow ever, th e re  w ere some developm ents w hich  
la id  a  firm er foundation  for la te r  g row th . The Federal Home Loan Bank 
System  and The F ederal S avings and Loan In su ran ce  C orporation  w ere 
c re a te d  and a id ed  th e  recovery  o f th e  sav in g s  and loan  b u s in e s s .  
Recovery among sav in g s and loan  a s s o c ia tio n s  w as slow  u n til 194S, 
a f te r  w hich  tim e th e ir  growth w as  p ronounced . The la s t  five  or s ix  
y e a rs  (1955-60) w ere record  y ea rs  o f growth for th e  sav in g s and lo an  
b u s in e s s .
A b a s ic  fac to r In th e  con tinued  growth of sav in g s  and loan  
a s s o c ia tio n s  d e riv e s  from th e ir  a b ility  to  ad ap t to  new c o n d itio n s . 
C h ap te r i n  w ill o u tlin e  th e  h is to r ic a l and  p re sen t c h a ra c te r is tic s  of 
sav in g s and  lo an  a s s o c ia t io n s .’
CHAPTER III
THE NATURE OF SAVINGS AND LOAN ASSOCIATIONS
S avings and lo an  a s s o c ia tio n s  a re  h igh ly  s p e c ia lis e d  in s titu tio n s  
devo ted  to  encouraging  th r if t and  home o w n ersh ip . Their n a tu re  and 
p u rp o se , cond itioned  by tim e and c irc u m s ta n c e s , a re  fundam entally  
d iffe ren t from th o se  of o th e r p rin c ip a l f in an c ia l in te rm ed ia ries  . A 
m ajor fac to r in  th e  con tinued  growth and developm ent of sav in g s and 
loan  a s s o c ia tio n s  is  th e ir  sp e c ia liz e d  n a tu re . The purpose of th is  
c h a p te r , th e re fo re , w ill be  to  e lu c id a te  th e  natu re and  purpose of 
sav in g s  and  loan  a s s o c ia t io n s ,  both  in  th e ir  h is to r ic a l and  curren t 
m an ifesta tio n s *
The bu ild ing  and loan  a s s o c ia tio n  i s  th e  o ld e s t form of co o p era­
t iv e  c red it in s titu tio n  in  th e  U nited  S ta te s . 1 It is  ev id en t th a t  any 
in s titu tio n  surv iv ing for over a  cen tu ry  and  a  q u arte r m ust adap t to  
em erging c irc u m sta n ces , even  if  fundam ental m od ifications a re  n e c e s ­
s i ta te d .  During th e  129 y e a rs  o f bu ild ing  and loan  a c tiv ity  in  th e  
U nited S ta te s ,  th e  follow ing developm ental p h a se s  a re  apparen t in  
th e  o rg an isa tio n a l and functiona l developm ent o f sav in g s  and loan  
a s s o c ia t io n s .  T hese p h a se s  a re ,  in  th e  o rder of th e ir  ap p ea ran ce ,
H a ro ld  G . M oulton , F in an c ia l O rg an isa tio n  and th e  Economic 
System  (New York: M cG raw -H ill Book C om pany, I n c . , 1938), p .  456 .
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th e  term inating  p la n , th e  ae ria l p la n , th e  perm anent p lan  (with or 
w ithout th e  D ayton o h a rao te ria tlca ), th e  era  of th e  " N a tio n a ls ," and 
th e  perm anent c a p ita l p la n . It should  be no ted  th a t th e s e  p lan s may 
o v erlap . For exam ple, w h ile  th e  perm anent p lan  i s  th e  m ost e x ten s iv e , 
th e  se ria l p lan  is  s t i l l  In operation  in  some s t a t e s . M oreover, a  g iven  
a s so c ia tio n  may have both se ria l and  perm anent s h a re s .
I .  THE EMERGENCE OF THE BASIC FORMS
Plan
The orig inal form of build ing and lo an  a s s o c ia tio n s , th e  
term inating  p la n , w as e s se n tia lly  a hom ebuilder's c lu b . The 
term inating  a s so c ia tio n  derived i ts  name from the  fac t th a t th e  a s s o ­
c ia tio n  w as d isso lv ed  w hen th e  o b jec tiv e  w hich brought i t  Into being 
had been  a tta in e d . The build ing  a s so c ia tio n  w as a d ev ice  w hereby a 
group of Indiv iduals could  pool th e ir  f in an c ia l re s o u rc e s , thereby  forming 
a  fund a c c e s s ib le  for member borrowing to  buy o r bu ild  a  h o u se . W hen 
th e  sh a res  o f s tock  matured th e  a s so c ia tio n  w as te rm in ated . All stock  
w as g iven  th e  sam e d a te  and m aturity . New members to  th e  a s so c ia tio n  
had to  pay back  d u e s , p lu s a  sp e c ia l fe e , for eq u a l standing  w ith  th e  
o rig inal su b sc rib e rs . Funds w ere apportioned among members by au c tio n . 
N ear th e  term ination  d a te , how ever, w hen an  e a o e s s  of borrow ers w as 
no longer a v a ila b le , th e  rem aining funds w ere apportioned by drawing 
lo ts .  If th o se  ch o sen  by lo t did not w ish  the  lo a n , they  had  to  tak e  i t
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anyhow or e ls e  find someone who w ou ld . This w as a  se rio u s d isa d ­
van tage of th e  term inating  p la n . I t should b e  no ted  th a t th e  autom atic 
te rm ination  o f th e  a s so c ia tio n  w hen th e  stock  m atured w as d e b ilita tin g , 
b e c au se  accum ulated  b u s in e ss  ex p erien ce , g o o d w ill ,  e t c . ,  w ere 
d is s ip a te d  im m ediately upon d iseo lu tlo n .
The S eria l P lan
The se r ia l p lan  w as in  ev idence  in  th e  ea rly  1850s. The Oxford
Provident A ssoc ia tion  in  January , 1854, e lec ted  to  is s u e  stock  in  a 
3
s e r ie s . The b a s ic  d is tin c tio n  betw een  th e  term inating and th e  se r ia l 
p lan  is  th a t under th e  la t te r  p lan  sev era l s e r ie s  of s tock  are  is s u e d  a t 
g iven  in te rv a ls . Dues In th e  term inating  a s so c ia tio n s  w ere payab le  a t 
the  tim e of th e  stock  i s s u e ,  and th e  m aturity d a te s  of th e  sev era l stock  
is s u e s  v a rie d . I t  w as th e  is s u e  of a new se rie s  th a t in su red  th e  co n ­
tinued  e x is te n c e  of th e  a s s o c ia tio n . New members in  th is  p lan  had  to  
pay back  dues only from th e  beginning of th e  la s t  s e r ie s . S ince new 
members w ere con tinually  en terin g , th e  a s so c ia tio n  w as re liev ed  of th e  
n e c e ss ity  of forcing loans upon th e  members a t  g iven  tim e s . D ues under 
th e  s e r ia l  p lan  w ere paid  p e rio d ica lly , w ith  fin es  for de linquency . 
Numerous te c h n iq u e s , such  as  mem bership f e e s ,  w ithdraw al fe e s  and
2H . M orton B odflsh , H istory  o f Building and Loan In th e  U nited 
S ta te s  (Chicago: U nited  S ta te s  Building and Loan L eague, 1931), p .  8 6 .
Savina Loan P rinc ip les (Chicago: 
In s titu te  P re s s , 1957), p . 25.
American Saving and Loan
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f in e s , w ere used  to  Induce members to  continue payment un til the  
shares m atured. The accum ulated earnings of the  a sso c ia tio n  w ere 
d istribu ted  to  the  shareholders in  proportion to  the  number of shares 
h e ld .
A most sign ifican t corollary developm ent evolved during th e  r ise  
of th e  se ria l p lan . The promotion of saving came to  be recognized  as  
being im portant per s e .  A depositing membership p lan  emerged under 
w hich a depositing  member joined th e  a sso c ia tio n , not expecting to  
borrow and bu ild , but for the  return on the  d e p o s it.*  The development 
of th e  saving member w as a  sign ifican t breakthrough in  the  sav ings and 
loan b u s in e s s . This d ifferen tia tion  and sp ec ia liza tio n  of th e  saving 
and th e  loan function made the  sav ings of a ll people everywhere fair 
gam e. No longer were the  a sso c ia tio n s  re s tr ic ted  to  th a t lo ca l group 
who w ished to  pool th e ir resources and build hom es.
The se ria l p lan w as an  improvement upon some of the  inherent 
d efec ts  of the  term inating p lan . It cap ita lized  good w ill and insured 
the continuity  of the a s so c ia tio n . Hence th e  se ria l p lan  tended  to  
supplant the  term inating p lan . Bodflsh notes th e  dominance of the 
se ria l plan:
The genera lization  may be safe ly  made th a t th e  se ria l 
form quite com pletely dominated the building and loan  
p icture un til th e  en trance , upon a  w ide s c a le , of th e  
permanent p lan about 1880, but even the  entrance of th is  
new form did not remove th e  se ria l type organization from
* M oulton, o p . c i t . . p . 457.
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th e  f ie ld . I t  co n tin u es today  (1931) to  dom inate th e  
f ie ld  in  many s ta te s  and to  have  a  w ide u sa g e  g en e ra lly  
throughout th e  cou n try . 5
Em ergence o f th e  Perm anent P lan
D is sa tis fa c tio n  w ith  th e  s e r ia l p lan  m an ifested  I ts e l f  ea rly  in  
th e  p o s t-C iv il  W ar p e rio d . M ost of th e  d is s a tis fa c tio n  em anated  from 
th e  follow ing: (1) M any of th e  a s so c ia tio n  ex e cu tiv es  w ish ed  to  s e l l  
sh a re s  and make loans a t  any tim e , ra th e r th a n  a t  regu la r w eek ly  or 
m onthly p eriods; (2) th ey  a ls o  w an ted  to  s ta g g e r  m atu ritie s  over a  more 
con tinuous b a s is  w hich w ould make p o ss ib le  paym ent ou t of reg u la r 
co lle c tio n s  ra th e r th an  a t  quarte rly  p e r io d s , w hich  n e c e s s ita te d  
borrow ing from banks; (3) th e  la rg e r a s so c ia tio n s  found th e  s e r ia l 
accoun ting  sy stem  In creas in g ly  d ifficu lt a s  acco u n ts  grew  in  s iz e  and 
num ber. 5 H en ce , th e s e  c o n s id e ra tio n s  gave  r is e  to  th e  perm anent p lan  
ty p e  of o rg an iza tio n  w ith  th e  adven t In  1880 of th e  M utual Home and 
S avings A sso c ia tio n  of D ayton , O hio .
F ea tu res of th e  Perm anent P lan . The paym ent of la rg e  sum s w hen 
th e  m aturity  o f a  s e r ie s  occurred  and th e  period ic  is s u e  of s to ck  w ere 
e lim in a ted  w ith  th e  r is e  o f th e  perm anent p la n . S hares w ere  is s u e d  a t 
any  tim e and th e  acco u n ts  of in d iv id u a l members w ere k ep t s e p a ra te ly . 
N et ea rn in g s  w ere d is trib u ted  a s  a  d iv id en d , conven tiona lly  sem i­
an n u a lly , re la tiv e  to  member a c c o u n ts .
s B odfish . o n . c i t . , p .  8 8 .
6B odflsh , o p . c i t . . p .  9 2 .
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S ign ifican t innova tions in  th e  perm anent p lan  w ere  made by th e
7
D ayton A sso c ia tio n . The b a s ic  inn o v a tio n s w ere th e  u se  o f o p tio n a l 
paym ent sh a re s  and p a id -u p  s to c k , w ithd raw als being  perm itted  
w ithou t th e  heavy  p e n a ltie s  of th e  o th e r p lan s  • M em bers w ere  p er­
m itted  to  su b sc rib e  to  sh a re s  a t  any tim e and in  any am ount upon th e  
paym ent o f d u es , and w ithd raw als w ere  u su a lly  perm itted  to  th e  ex ten t 
of a l l  dues p a id - in  and  d iv idends e a rn e d . The p a id -u p  sto ck  featu re  
o rig in a ted  in  D ayton and  is  now in  g en e ra l u s e .  The D ayton P lan  a lso  
ab o lish ed  th e  premium charge a s s o c ia te d  w ith  lo a n s , in  lie u  of w hich 
"the borrow er w as requ ired  to  pay  a  fixed  minimum sum  p er sh are  per 
w eek  or month out of w hich  in te re s t  or o ther ch a rg es  w ere  deducted
a
and th e  b a lan ce  ap p lied  a s  d u es on th e  m aturity  of th e  s h a r e ."  The 
U nited StateB S av ings and Loan League encouraged  th e  dem ise  of th e  
premium and w en t on record  a s  fo llow s:
W hereas th e  prem ium , w hether g ro ss  or in s ta llm e n t, 
is  sim ply an  ex tra  in te re s t  charge im posed upon th e  
borrow er, and  w h ereas i t s  u se  h ere to fo re  h a s  proved a 
stum bling b lock  in  th e  p a th  of bu ild ing  a s s o c ia t io n s , by 
com plicating  an  o th erw ise  sim ple p lan  and rendering  i t  
a lm ost im p o ssib le  of com prehension; be  i t  RESOLVED, 
th a t  i t  i s  th e  s e n s e  of th is  U nited  S ta te s  League th a t a l l  
new ly o rgan ized  hom estead  a s s o c ia tio n s  shou ld  charge  
in te re s t o n ly , and  th a t a l l  o ld  a s s o c ia tio n s  shou ld  so  
modify th e ir  b y -law s  a s  to  do aw ay en tire ly  w ith  th e  
fea tu re  of premium.®
7Savino and Loan P rin c ip le s .  o p .  c i t . . p p . 2 8 -2 9 .
g
Bod f is h , o p . c i t . . p .  9 4 .
9B odflsh , £ £ . c i t . ,  p .  9 7 , c itin g  P roceed ings of th e  U nited  
S ta te*  L eague, 1901, p .  160.
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S ubsequen t to  1901 th e re  w as g en e ra l abandonm ent of th e  premium 
p ra c t ic e .
The perm anent p lan  ab o lish ed  th e  p ra c tic e  of a s s e s s in g  o f fin ing  
sh a reh o ld e rs  for de linquency  in  d u e s .  F ines have  b een  c o n tin u ed , 
how ever, for delinquen t bo rrow ers. Another d ev ia tio n  w as in  th e  
trea tm en t of m atured s h a re s . U nder th e  s e r ia l  p lan  th e  m atured 
sh a re s  w ere  paid  in  c a sh  and th e  In v es to rs  had  to  go  e lsew h ere  to  
in v e s t ,  bu t ev en tu a lly  th e  argum ent in  favor of re te n tio n  of th e  m atured 
sh a re s  becam e a c c e p te d . It w as only  a sm all s te p  to  th e  is s u a n c e  of 
fu ll-p a id  s h a re s , w hich i s  a  fea tu re  o f a s s o c ia tio n s  in  every  s ta te  a t 
p re s e n t.
The p rac tic e  o f m ain tain ing  a co n tin g en t re se rv e  fund i s  a s s o ­
c ia te d  w ith  th e  developm ent of th e  perm anent p la n . The sem i-an n u a l 
c red itin g  of d iv idends to  in d iv id u a l acco u n ts  in c re a se d  th e  d e s ira b ili ty  
of such  a  fund . I t therefo re  becam e th e  p ra c tic e  a t  each  d iv idend  period  
to  s e t  a s id e  a  p ercen tag e  of th e  p ro fits  a s  a  con tingency  fund . Some 
s ta te  law s req u ire  a s  much a s  5 p er c e n t o f n e t p ro fits  to  b e  so  s e t  
a s id e .  The d ecad e  of th e  1890s w as  f ille d  w ith  much pro and  con 
d is c u s s io n  o f th e  re se rv e  fund . F in a lly , in  1907, th e  U nited  S ta te s  
League p a s s e d  th e  follow ing reso lu tio n :
W h e re a s , s e v e ra l s ta te s  provide by s ta tu te  for a  sm all 
re se rv e  or con tingen t fund for bu ild ing  and  lo an  a s s o c ia ­
t io n s ,  and  th is  ac tio n  m eets  th e  approval o f th is  League;
10B avlnas and  Loan P rin c ip le s , fifi.. p p . 28-29
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therefo re  b e  It RE80LVED, th a t a t  each  d is trib u tio n  o f th e  
p ro fits , a c e rta in  amount not exceed ing  five  per cen t of 
th e  sam e should  be s e t  apart for th e  e s tab lish m en t o f a  
re se rv e  fund , u n til such  fund sh a ll reach  an  am ount not 
exceeding  five  par cen t of i t s  to ta l a s s e t s . 11
This featu re  h a s  con tribu ted  im m ensely to  th e  s ta b ili ty  o f  th e  sav ings
and loan  a s s o c ia tio n s , and a t  th e  p re sen t tim e It Is  w idely  u s e d .
Another developm ent In th is  re sp e c t w as th e  es tab lish m en t and main*
ten an ce  of an  undivided profits fund w hich  th e  re c e s s io n  o f 1907*06
rev ea led  a s  n e c e s s a ry . W here perm itted  by la w , a s so c ia tio n s  have
genera lly  e s ta b lish e d  such fu n d s . The resu ltin g  s ta b ili ty  of the  curren t
ra te  o f d iv idend h a s  added streng th  to  th e  a s s o c ia t io n s .
The sa fe ty  and th e  sim p lic ity  of th e  perm anent p lan  and th e
innovations o f  th e  D ayton P lan w ere favorably  re ce iv ed , and a  new
in te re s t w as m anifest in  sav ings and loan  a s s o c ia t io n s .
The N ational A sso c ia tio n s . 1867-1897
By th e  m iddle o f th e  la s t  quarte r of th e  19th cen tury  th e  sav ings 
and loan  b u s in e ss  had  grown sig n ifican tly  and w as h ighly  regarded  by 
In v e s to rs . I t w as  in  th is  e ra  of en thusiasm  for th e  lo c a l a s so c ia tio n s  
th a t th e  n a tio n a l a s so c ia tio n s  em erged in  1887 and th en  dec lined  
sp ec tacu la rly  a fte r  reach ing  a  peak  In 1897.
The "N atio n a ls"  w ere d ed ica ted  to  th e  Idea o f tak ing  money from 
a rea s  w here I t  w as more p len tifu l and Investing  i t  anyw here In  th e  n a tio n .
11B odflsh . o p .  o l t . .  p . 9 8 .
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They lau n ch ed  a  cam paign to  ex p lo it and  m onopolise th e  sa v in g s  and  
lo an  b u s in e s s .  The "N ational B uild ing , Loan and P ro tec tiv e  Union"
In M inneso ta  w as th e  f irs t " N a tio n a l."  B etw een 1887 and  1896 tw elv e  
n a tio n a l a s s o c ia tio n s  w ere  e s ta b lis h e d  In  M in n eso ta , and  th e s e  a s s o ­
c ia tio n s  e s ta b lis h e d  b ran ch es o r lo c a l boards throughout th e  s t a t e s . 
The m ethods em ployed In th e  s a le  of sav in g s  and lo an  s to ck  by th e  
"N a tio n a ls"  a re  d esc rib ed  by Bodfish a s  fo llow s:
. . .  A crew  Invaded  a  sm all tow n and e s ta b lish e d  a  
b ranch  w ith  a  lo c a l b o a rd , g en e ra lly  com posed o f p e rso n s  
of som e prom inence, Includ ing  a  b an k er and a n  a tto rn ey  
w h o se  a id  w as e n lis te d  by th e  prom ise th a t  th e  lo c a l 
b u s in e s s  w ould b e  throw n th e ir  w a y . It w as announced  
th a t th is  "N ational o rg an isa tio n "  had  come to  th e  tow n 
to  p la c e  a  la rg e  sum of lo a n s  a t  o n c e . This h e lp ed  a lla y  
su sp ic io n , so  th a t  th e  p rom ises o f la rg e  re tu rn s  d id  not 
frigh ten  aw ay in v e s to rs  a s  much a s  m ight be  supposed*
In  a d d itio n , many o f th e  c i t iz e n s  w ere  p o te n tia l borrow ers 
and so  su b sc rib ed  to  sh a re s  In  th e  hope of secu ring  lo a n s . 12
It w as  a  common p ra c tic e  to  e n l is t  prom inent men In  th e s e  e n te r­
p r i s e s .  Som etim es th ey  w ere  u n sc ru p u lo u sly  e x p lo ite d . C a sh ln  n o te s  
th is  in s ta n c e :
• . . H is nam e p r e s i d e n t  G . P erc iv a l S te w a rd / and  
in flu en ce  h a s  been  u se d  to  an  ex traord inary  deg ree  in  
b o ls te rin g  up and ad v e rtis in g  th e  a s s o c ia t io n . He I t w as 
w h o , a s  P re s id e n t, d ep o s ited  h is  p e rso n a l ch eck  w ith  th e  
a s s o c ia tio n  a s  a  g u aran tee  to  s to ck  h o ld e rs  th a t  a l l  i t s  
p rom ises shou ld  b e  fu lf i l le d . This w as  pho tographed , and  
th e s e  pho tograph ic  co p ie s  w ere  c irc u la te d  free ly  throughout 
th e  country  in  th e  h an d s o f a g e n ts . It i s  repo rted  th a t  It 
proved a  w inning ca rd  In  secu rin g  new  s u b s c r ib e r s . The 
e lo q u en t ag en t w as a b le  to  co n v in ce  many u n so p h is tic a te d
12Ib id . . p .  103-104 .
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p eo p le  th a t th e  G ran ite  S ta te  w as a l l  righ t beyond a  doubt 
or th e  p re s id e n t w ould n e v v  r isk  $ 100 ,000  o f h is  own 
money in  guaran tee in g  i t .
M any o f th e  "N a tio n a ls"  w ere  o u trig h t frauds; how ever, o th e rs  
w ere  s ta r te d  ap p aren tly  by men of in te g r ity . The "N atio n a ls"  grew  a t 
f irs t  a n d , in  th e  period  188? to  1897, c o lle c te d  $ 2 5 0 ,0 0 0 ,0 0 0  and 
lo an ed  $ 1 5 0 ,0 0 0 ,0 0 0 .14 It can  be o b serv ed  from Table i n ,  C h ap te r  HI 
th a t  th e  to ta l  a s s e t s  of a l l  bu ild ing  and  loan  a s so c ia tio n s  am ounted to  
approxim ately  o n e -h a lf  b illio n  d o lla r s . Thus th e  "N a tio n a ls" made 
s ig n ific a n t Inroads in to  th e  sa v in g s  and lo an  b u s in e s s .
An in e v ita b le  c la s h  b e tw een  th e  lo c a ls  and  "N a tio n a ls" o c c u rred . 
In  co n seq u en c e , th e  lo c a ls  o rg an ized  th e  U nited  S ta te s  League of 
Building and  Loan A sso c ia tio n s  in  1893, e s s e n tia lly  to  figh t th e  
" N a tio n a ls ."  The N atio n a l Building and  Loan H erald  w as th e  in s tru ­
ment u se d  by th e  " N a t io n a ls ." The s tru g g le  w as  a  b itte r  o n e , w ith  
th e  "N a tio n a ls"  try ing  to  convey th e  im pression  th a t th e ir  re a l opponen ts 
w ere  In su ra n ce  co m p an ie s , com m ercial b an k s an d  th e  "W all S tree t 
c ro w d ," w h ereas  th e ir  aim  w as to  h e lp  th e  sm all sa v e r .
The sm all s a v e r , how ever, d id  no t fare  so  w e ll .  A po ignant 
In s ta n c e  i s  found in  th e  follow ing:
. . .  I jo in ed  a "N ationa l"  bu ild ing  and  lo an  a s s o c ia ­
tio n  in  o rder to  secu re  a  lo a n . For th e  h igh  and mighty
*3ja ck  W . C a sh ln , H isto ry  o f S av ings and  Loan in  Texas (Austin: 
Bureau o f B u sin ess  R esea rch , C o lleg e  B u sin ess  A dm inistra tion , 
U n iv ersity  of T ex as , 1956), p .  17 .
14B odfish . o n . c i t . .  p .  105.
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p riv ileg e  of being  a  member o f one of th e s e  g rand iloquen t 
a s s o c ia tio n s  1 had  to  pay  th e  m odest sum o f $10 on tw en ty  -  
fiv e  sh a re s  and m onthly paym ents o f $ 15. For re a so n s  
sa tis fa c to ry  to  th e m s e lv e s , and of w hich  I w ill not com ­
p la in , th e  lo an  w as so  long d e lay ed  th a t I f in a lly  conc lu d ed  
I d id  not w ant i t ,  bu t I d id  w an t th e  money I had  p a id  in ,  
and  how to  g e t i t  w as th e  q u e s tio n , and  th e  fu rther 1 in ­
q u ired , th e  more se rio u s  i t  b ecam e . F irs t , 1 found th a t 
I cou ld  not w ithdraw  under one y e a r  w ithou t paying th e  
fo rfe itu re  o f a l l  I had  paid  in; seco n d , th a t I m ust con tinue  
to  pay  in  my $ 15 per month u n til th e  end of th e  y e a r  o r it  
w ould " la p se " ; th ird  th a t ,  even  if  1 s tay ed  in ,  I cou ld  g e t 
n e ith e r in te re s t nor p ro fits  under tw o  y e a rs ; fou rth , I le a rn ed  
th a t a f te r  th e  ex p ira tio n  o f th e  tw elve  m onths th ey  cou ld  hoCB 
back  my money for s ix ty  day s lo n g e r, w hich  th ey  a c tu a lly  
d id . At l a s t ,  a f te r  fourteen  m onths from my f irs t paym ent, 
w e had  a  se ttle m e n t. I had  p a id  in  in  a c tu a l ca sh :
M em bership fee  - - - - - - - - - - - - -  $ 1 0 .00
Tw elve paym ents of $15 e a c h    180 .00
T O T A L ----------------------------------  190 .00
The a s s o c ia tio n  re tu rn ed ------------------ 147 .00
Showing a c le a r  lo s s  to  me of-  ------ 4 3 .0 0
In te re s t on $190 for av erag e  tim e 
@ 6% for tw elv e  months w ould
b e ----------------------------------------------  5 .7 0
And for $190 for fu ll tw o months
@ 6% .................... - ...............................  1 .23
TOTAL LOSS---------------------------  $ 4 9 .9 3
Leaving out th e  q u es tio n  of In te re s t I had  to  pay them  
22 1 /2  p e r  c e n t of my money for th e  tim e i t  w as in  th e ir
p o s s e s s io n . *5
The lo c a l a s s o c ia tio n s  w ere te n a c io u s  in  th e ir  s tru g g le  w ith  th e  
" N a tio n a ls , "  and many s ta te  law s w ere  p a s s e d  w hich  w ere  d es ig n ed  
e s p e c ia lly  to  curb som e of th e  a c t iv i t ie s  of th e  "N a tio n a ls . "  The 
C om ptro ller o f th e  C urrency in  1893 em ployed th e  N atio n a l Banking 
Act of 1863, w hich  en jo ined  th e  u se  of th e  word "n a tio n a l"  in  th e  t i t l e
l 5C a s h in , o n . c i t . . p .  18
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o f  a  f in a n c ia l  o rg a n iz a tio n  no t o rg an iz ed  u n d er th e  A c t. In  som e o f  th e  
s t a t e s ,  th e  s ta te  le a g u e s  o f b u ild in g  an d  lo a n  a s s o c ia t io n s  in d u c ed  
th e  b ank ing  c o m m iss io n e rs  to  m ake in v e s t ig a t io n  in to  th e  a c t iv i t ie s  
o f th e  " N a t io n a l s ." O ne o f th e s e  reports*®  e m p h a s iz e d  som e fu n d a ­
m en ta l d is t in c t io n s  b e tw e en  th e  " N a tio n a ls "  an d  lo c a l  a s s o c ia t io n s :
(1) th e  " N a tio n a ls "  u s e d  s o l ic i to r s  to  s e c u re  m ost o f th e ir  b u s in e s s ,  
w h ile  th e  lo c a ls  em ployed  no a g e n ts ;  (2) th e  " N a tio n a ls "  so u g h t to  do  
b u s in e s s  th ro u g h o u t th e  n a t io n , w h ile  lo c a ls  c o n fin e d  th e i r  o p e ra tio n s  
to  th e  Im m ediate  lo c a li ty ;  (3) th e  " N a tio n a ls "  to o k  from e ig h t to  te n  
c e n ts  o u t o f  ev e ry  60 c e n ts  p a id  in  fo r a n  e x p e n se  fund w h ile  lo c a ls  
d id  n o t ta k e  any  o f  th e  m onthly paym ent fo r e x p e n s e s . The flav o r o f  
th e  rep o rt c a n  b e  show n in  th e  fo llow ing :
W h ile  th e  s o - c a l le d  lo c a l  b u ild in g  an d  lo a n  a s s o c i a ­
t io n s  o ffe r  to  th e i r  p a tro n s  th e  a d v a n ta g e  o f co o p e ra tio n  
a n d  b e n e f i ts  of econom y an d  th r i f t ,  th e  s o - c a l le d  n a t io n a ls ,  
a lth o u g h  Id e n tic a l  in  p u rp o se  seem  to  d e p riv e  th e ir  p a tro n s  
o f  th e  v ery  o b je c ts  fo r w h ich  b u ild in g  a n d  lo a n  a s s o c i a ­
t io n s  a re  o rg a n iz e d . The s t r ic t ly  n a t io n a l b u ild in g  an d  
lo a n  a s s o c ia t io n s  o f C a lifo rn ia  a re  o rg a n iz e d  an d  co n d u c ted  
m ain ly  fo r  tflhe b e n e f it  o f  m an ag ers  w h o se  p ro m ise s  to  th e i r  
p a tro n s  a re  v e ry  d o u b tfu l to  fu lfillm e n t an d  w h o se  m ethods 
a re  i l le g i t im a te  to  s a y  th e  l e a s t . 17
The " N a tio n a ls "  d e c lin e d  p re c ip ito u s ly  a f te r  1896 for a  num ber 
o f r e a s o n s . M any o f  th e  n a tio n a l a s s o c ia t io n s  w e re  u n q u e s tio n a b ly
1® Bodflsh. o p .  c i t . . p .  114 .
17I b U s '  c ^ in g  a  R eport on  N a tio n a l B uild ing  a n d  Loan A s s o c ia ­
t io n .  Board o f  Bank C o m m iss io n e rs , S a c ra m e n to , C a lifo rn ia ,
F ebruary  1 8 , 1892 .
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fraudulent and  apparen tly  o rganized  a s  " sc h e m e s ."  Their s tock  w as 
o ften  m isrep resen ted  and so ld  to  naive and ill-in fo rm ed  b u y e rs . The 
"N ationals"  did not conform to  th e  fin an c ia l conserva tism  o f th e  
trad itio n a l sav in g s and lo an  a s s o c ia t io n s . Their m a lp ra c tice s—re s u lt­
ing in  d isc lo su re s  of fraud , a tta c k  from th e  lo c a ls ,  heavy  lo s s e s  of 
In v es to rs—finally  su b jec ted  them  to  harassm en t from s ta te  a u th o ritie s .
The era of th e  "N a tio n a ls" had some detrim enta l e ffec ts  on th e  
sav ings and loan  m ovement. H ow ever, b en e fic ia l re s u lts  in  th e  form 
of th e  U nited S ta te s  League and s ta te  reg u la tio n s and su p erv is ion  can  
be  n o ted . S trangely  enough, th e  build ing  and loan  movement seem s to  
have becom e a  h ea lth ie r  industry  b e c au se  of th e  "N atio n a ls"  and th e  
reac tio n  to  them .
The Perm anent C ap ita l P lan . 1890
A more recen t p lan  for organizing  and operating  a build ing  and 
loan  a s so c ia tio n  is  probably b e s t d escrib ed  a s  th e  perm anent c a p ita l 
p la n . Under th is  type of p lan  there  is  a  nonw lthdraw able c la s s  of 
sto ck  w hich is  acqu ired  by th e  founders; how ever, th e  founders may 
subsequen tly  s e ll  th e  s to ck  to  o ther in v e s to rs . T hese stockho lders 
have sp ec if ic  co n trac tu a l l ia b il i t ie s  to  a l l  o ther members of th e  a s s o c ia ­
t io n . The stock  h as  a  v a rie ty  of d es ig n a tio n s  such  a s  guaran ty , per­
m anent, nonw lthdraw able, co n tin g en t-re  se rv e , or re se rv e -fu n d  s to c k . 
The f irs t appearance of th is  type  o f p lan  w as in  th e  N orthw estern  
G uaranty Loan Company e s ta b lish e d  in  M inneapolis in  1884. From
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h ere  th e  p ra c tic e  sp read  to  C a lifo rn ia , K an sas, O regon and o ther 
s t a t e s .  I t  i s  ap p a ren t th a t th is  p la n  m akes sa v in g s  and  lo a n  a s s o c ia ­
t io n s  more lik e  a  co rpora tion  and  le s s  lik e  a  m u tua l. There i s  no 
sp e c if ie d  d iv idend  a s s o c ia te d  w ith  perm anent s to c k . H ow ever, a s  
th e  a s s o c ia t io n  grow s and  p ro sp e rs , It i s  apparen t th a t th e  d iv idend  
ra te  may p o ss ib ly  be  g re a te r  th a n  th e  ra te  p a id  on ord inary  s to c k . I t 
shou ld  b e  n o ted  th a t  th e re  may be no d iv idend  a t a l l  in  th e  ea rly  y e a r s . 
As to  th e  m otivation  for th e  u se  of such  s to c k , C ash in  o b se rv e s  th a t:
I t i s  p robably  im p o ssib le  to  a s c e r ta in  w hich  of th e  
re a so n s  acco u n ts  for th e  u se  o f a perm anent s to ck  p lan : 
th e  d e s ire  to  p rov ide a  b e t te r  p ro tec ted  investm en t for 
th e  o rd inary  s to ck h o ld e rs  or th e  d e s ire  to  prov ide a  high 
y ie ld  from th e  in v estm en t of th e  o rig in a l o rg a n iz e rs . The 
la t te r  i s  p robably  th e  stro n g er m otivating  fo rce  ev en  though 
th e  form er is  au to m atica lly  ach iev e d  w hen perm anent stock  
re p re se n ts  a la rg e  enough p e rcen tag e  of a l l  s to c k .
M any s ta te s  m ake i t  p o s s ib le  for a l l  o r a  m ajority  of th e  board 
of d irec to rs  to  be  s e le c te d  from among th e  perm anent s to c k h o ld e rs . 
T h u s, co n tro l by a  re la tiv e ly  sm all group i s  p o s s ib le ,  s in c e  perm anent 
s to ck  i s  a s  a  p ra c tic e  not w id e ly  ow ned . A lthough a l l  members have  
th e  righ t to  v o te  for th e  d ire c to rs , th e y  w ould be re s tr ic te d  in  th e ir  
ch o ice  acco rd in g  to  th is  p ra c t ic e . Of th e  four p reced ing  p lan s  d is ­
c u s s e d ,  th e  perm anent p lan  and  th e  perm anent c a p ita l p lan  ap p ear to  
b e  m ost ad v an tag eo u s  for bo th  o rg an ize rs  and fu tu re  in v e s to r s . From a  
purely  ad m in is tra tiv e  po in t o f v iew , th e  perm anent s to ck  p la n  m akes
lfixoC a s h in , o p . c i t . . p .  23 .
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control and sound management more fe a s ib le . Founders would
probably prefer the  p la n , s ince  there  i s  alw ays th e  Inducem ent of
po ten tia lly  la rge div idends on perm anent s to ck . The permanent p lan ,
on th e  o ther hand , seem s to  favor th e  sav er. The permanent p lan
p la ces  a l l  shareholders on a par, by perm itting them to  share  equally
in  d iv idends, by perm itting g rea ter freedom in  e lec tion  of d irec to rs ,
and by making them equally  e lig ib le  for d irec to rsh ip s .
The following s ta te s  have a s so c ia tio n s  w ith perm anent, reserve
or guaranty stock : A rizona, A rkansas, C alifo rn ia , C olorado, K ansas,
19N evada, Oregon, T exas, U tah .
n .  CONTEMPORARY CHARACTERISTICS 
The f irs t sav ings and loan  a sso c ia tio n s  took a form very sim ilar 
to  a partnersh ip . In subsequent y e a rs , how ever, they  gradually  
assum ed th e  corporate form, and as  time p a sse d , the  various s ta te s  
evolved law s providing for th e  general regulation  of savings and loan  
a s so c ia tio n s . The sign ificance  of th e  corporate form for sav ings and 
loan a sso c ia tio n s  should not be overlooked. For exam ple, it  makes it 
p o ss ib le  for members of sav ings a s so c ia tio n s  to  enjoy "lim ited" 
lia b ili ty . S ince 1933, w hen C ongress enacted  the  Home Owners Loan 
A ct, there  has been  a  dual system  of sav ings and loan a s so c ia tio n s ,
"A ssets and l ia b i l i t ie s —All O perating Savings and Loan 
A sso c ia tio n s ." Trends in  th e  Savinas and Loan Field (W ashington: 
Federal Home Loan Bank Board, 1959), p p . 9 -1 4 .
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w ith  4 ,3 9 3  s ta te  c h a r te re d  in s t i tu t io n s  a n d  1 ,8 0 7  o p e ra t in g  u n d e r 
fe d e ra l  c h a r te r  a t  th e  p re s e n t  t i m e .2 ® The v a r io u s  s t a t e s  p ro v id e  la w s  
g o v e rn in g  in c o rp o ra tio n . F e d e ra lly  c h a r te re d  a s s o c ia t io n s  s e c u re  th e i r  
c h a r te r  from  th e  F e d e ra l Hom e Loan Bank B o ard . 21 The fe d e ra l  c h a r te r ­
in g  s y s te m  a n d  th e  a c t iv i t i e s  o f  th e  U n ite d  S ta te s  S a v in g s  a n d  Loan 
L eag u e  h a v e  c o n tr ib u te d  to  th e  u n ifo rm ity  o f o rg a n iz a tio n  a n d  o p e ra t io n  
o f  th e s e  in s t i tu t io n s  in  r e c e n t  d e c a d e s .
C h a rte r in g
I t  com m only re q u ire s  f iv e  o r  m ore r e s p o n s ib le  c i t i z e n s  o f a  com ­
m unity  to  o rg a n iz e  a  new  s a v in g s  an d  lo a n  a s s o c ia t io n .  T here  a re  
c e r ta in  o th e r  re q u ire m e n ts  th a t  m u st b e  m e t, su c h  a s  th e  g o o d  c h a ra c te r  
a n d  r e s p o n s ib i l i ty  o f  th e  a p p l ic a n t s ,  com m unity  n e e d ,  p ro b a b ili ty  o f  
s u c c e s s ,  a n d  lik e lih o o d  th a t  i t s  o p e ra tio n  w il l  n o t u n ju s t ly  a f fe c t  
s im ila r  e x is t in g  in s t i tu t i o n s .  G e n e ra l ly ,  a  g iv e n  num ber o f  m em bers
m ust s u b s c r ib e  to  a  m inim um  am oun t o f  c a p i ta l  in  th e  form  o f  s a v in g s
22an d  In v e s tm e n t a c c o u n t s . F e d e ra l ly  c h a r te re d  a s s o c ia t io n s  m u st b e  
m em bers o f  th e  F e d e ra l H om e L oan Bank S y s te m  a n d  th e  F e d e ra l S a v in g s
2 °8 a v ln a s  a n d  H om e F in an c in g  S o u rce  Book (W ash in g to n : F e d e ra l 
H om e Loan Bank B o ard , 1 9 6 0 ), p .  11 .
21 For F e d e ra l C h a r te r in g  R e q u ire m e n ts , s e e  R u les  a n d  R e g u la tio n s  
fo r  th e  F e d e ra l S a v in g s  a n d  L oan A s s o c ia t io n s  (W ash in g to n ; F e d e ra l 
H om e Loan Bank B o a rd , 1 9 6 0 ), p .  7 1 .
22H erb e rt V . P ro ch n o w , A m erican  F in a n c ia l  I n s t i tu t io n s  (N ew  York: 
P r e n t lc e -H a l l ,  I n c . ,  195 1 ), p p .  1 2 6 -1 5 6 .
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and  Loan In su ran ce  C orpora tion . In some o f th e  s t a te s ,  m em bership in  
th e  F ederal Home Loan Bank System  and th e  F ederal S av ings and Loan 
In su ran ce  C orporation  i s  a  cond ition  of ch a rte rin g . C u rren tly , a s s o c ia ­
tio n s  may b e  ca teg o rise d  a s  fo llow s:
1 . F e d e ra lly -c h a rte red , in su re d . FHLB member a s s o c ia t io n s .  
F ed era lly -ch arte red  a s s o c ia tio n s  a re  requ ired  by law  to  Insure 
th e ir  acco u n ts  w ith  th e  FSUC and to  becom e members of th e ir  
reg io n a l F ederal Home Loan B ank.
2 . S ta te -c h a r te re d , in su red . FHUB member a s s o c ia t io n s .
S ta te -c h a r te re d  a s so c ia tio n s  may becom e FHLB members and 
FSUC in su red  upon ap p lica tio n  and approval of th e  F ederal 
Home Loan Bank Board.
3 . S ta te -c h a r te re d , n o n -in su re d . FHLB member a s s o c ia t io n s . 
S ta te -c h a r te re d  a s so c ia tio n s  may upon ap p lica tio n  and approval 
becom e members of a  FHLB w ithou t jo in ing  th e  F S U C .
4 . S ta te -c h a r te re d , n o n -in su red . non-FHLB member a s s o c ia t io n s .  
S ta te -c h a r te re d  a s s o c ia tio n s  th a t a re  not members of a  reg iona l 
FHLB may not In su re  th e ir  acco u n ts  w ith  th e  FSU C .
As o f D ecem ber 31 , 1959, 9 7 .1  per cen t of sav in g s and  lo an  a s s e ts  w ere 
he ld  by FHLB m em bers, 9 3 .8  per cen t by Insured  a s s o c ia t io n s ,  and  5 4 .1  
per cen t by federa l sav in g s and  lo an  a s s o c ia t io n s . 23
The o rig in a l fed era l ch a rte r reg u la tio n s  prom ulgated in  1933, 
although  prom oting s ta b ili ty  and uniform ity , co n ta in ed  som e shortcom ings.
23Source Book, o n . c i t . . p .  11.
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For exam p le , th ey  provided for four k inds of sh a re s  and re ta in ed  w ith ­
draw al p e n a lt ie s .  In  1936, th e s e  fed era l reg u la tio n s  underw ent 
com prehensive re v is io n . The new ch a rte r  form (C harter K, th e  o rig inal 
known a s  C h arte r E) provided for only  tw o ty p e s  o f share  a c c o u n ts— 
sav in g s  sh are  acco u n ts  and Investm ent sh are  a c c o u n ts . Again in  1949 
com prehensive ch a rte r  re v is io n s  d es ig n ed  to  sim plify  reg u la tio n s  and 
provide more f lex ib ility  th an  w as provided In C harter K w ere  undertaken  
in  C harte r N . The C h arte r N p ro v is io n s w ere rev ise d  by C h arte r K 
(rev ised ) on  th e  o rder of th e  F ederal Home Loan Bank Board on 
D ecem ber 18, 1953. At p re se n t, new a s s o c ia tio n s  n a y  b e  ch a rte red  
under e ith e r  C harte r N or C h arte r K. 24
O w nTflhlP w d  Ygttng
Almost a l l  sav in g s and lo an  a s so c ia tio n s  a re  “m utually" ow ned.
In  1956, for exam ple , 5 ,6 7 3  of th e  6 ,1 0 0  a s s o c ia t io n s ,  o r 93 per c e n t,
w ere  m utually  ow ned; only  427 , or 7 p er c e n t ,  w ere  of a d iffe ren t ty p e
25of ow n ersh ip . The h o lders of acco u n ts  and  th e  borrow ers are  co n ­
sid e re d  ow ners and have  th e  righ t to  v o te  in  th e  se le c tio n  o f th e  
d irec to rs  of th e  a s s o c ia t io n . Both s ta te  and fed e ra l reg u la tio n s  em ­
bod ied  in  s ta tu te s  g en e ra lly  provide th a t sav in g s  members b e  e n title d
24R u les , o p .  c i t . . p p . 7 -1 8 .
25 H orace R u sse ll , "The C h a ra c te r is tic s  of S av ings A s s o c ia t io n s ," 
BaVlnas and  Loan P rin c ip le s  (Chicago! Am erican S av ings and Loan 
In s titu te  P re s s ,  1957), p .  4 0 .
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to  one vo te  for each  $100 b a la n c e , th e  maximum num ber o f v o te s  to  
w hich  one i s  e n title d  being  g en e ra lly  lim ited  to  fifty  v o te s .  In  th e  
s ta te s  perm itting  th e  p u rch ase  of Investm en t sh a re s  o f ow nersh ip  w ith  
sp e c if ic  m aturity  v a lu e s  (u su a lly  $ 100) through an  in s ta llm en t sa v in g s  
p la n , vo ting  is  re la tiv e  to  th e  num ber of s h a re s .  Some s ta te s  lim it th e  
num ber of in vestm en t sh a re s  th a t one p e rso n  may p u rc h a s e . Borrowing 
m embers are  g en e ra lly  acco rded  one v o te .
C h a rac te r  of Portfolio
A nother in s ig h t in to  th e  n a tu re  of sav in g s  and  lo an  a s s o c ia tio n s  
ca n  be had  by v iew ing  th e  k in d s , am ounts and p e rcen tag e  d is trib u tio n  
of th e ir  a s s e t s  and  l ia b i l i t ie s .
The p rin c ip a l a s s e t s  of sav in g s  and lo an  a s s o c ia t io n s ,  a s  show n in  
T able VIII, a re  a s  fo llow s:
F irs t M ortgage L o an s. Savings and lo an  a s s o c ia t io n s ' b a s ic  
a c tiv ity  i s  re f le c te d  in  th e  fa c t th a t f irs t m ortgage lo an s  make up over 
fo u r-fifth s  o f th e  to ta l  a s s e t s  of th e  a s s o c ia t io n s .  The p reponderance 
of th e s e  m ortgage lo a n s  requ ire  m onthly paym ents o f in te re s t  and 
am o rtiza tio n  o f th e  p r in c ip a l. This p o licy  In su re s  a  s te a d y  flow  of 
c a sh  in to  th e  lend ing  in s t i tu t io n . The s te a d y  inflow  o f c a sh  repaym ents 
on m ortgages is  a  fu rther co n trib u tio n  to  th e  liq u id ity  w hich  sa v in g s  and 
lo an  a s s o c ia tio n s  p o s s e s s  a s  a  re s u lt  of ho ld ing  c a sh  and governm ental 
b o n d s . As o f 1959 th e  to ta l  m ortgage po rtfo lio  of sa v in g s  and  loan  
a s s o c ia tio n s  w a s  m ade up a s  fo llow s: C on v en tio n a l m o rtg ag es, 9 0 .6
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TABLE VIII
AMOUNTS AND PERCENTAGE DISTRIBUTION OF ASSETS, LIABILITIES 
AND RESERVES, FHLB MEMBER ASSOCIATIONS, DECEMBER 3 1 , 1959
(Amounts in  th o u san d s  o f do lla rs)
Number of a s s o c i a t i o n s -----------------------    4 ,5 9 9
ASSETS
F irs t m ortgage lo an s   ---------------------------------------  $ 5 1 ,5 2 8 ,2 3 3
O ther l o a n s -----------------------     802 ,737
Real e s ta te  so ld  on c o n t r a c t ---------------------------------------  118,213
FHLB s t o c k -----------------------------------------------------------------  8 5 7 ,462
U . S .  G overnm ent o b l ig a t io n s  -------- —   --------- -- 4 ,3 8 4 ,2 5 3
O ther in v e s tm e n ts --------------------------------------- ----------------  648 ,161
C a sh  on hand  and in  b a n k s ------------------------------------------ 2 ,1 2 6 ,5 9 0
O ffice bu ild ing  ( n e t ) ---------------------------------------------------  7 4 8 ,604
F urniture and fix tu res  ( n e t ) ------------------------------------------ 126,417
O ther a s s e t s   ---------    6 6 ,3 4 0
Real e s ta te  o w n e d   ---------------------------------- ------- 100 ,100
TOTAL A S S E T S -----------------------------------------------------  $ 6 1 ,5 0 7 ,1 1 0
LIABILITIES AND CAPITAL
S av ings c a p i t a l -  --------------------------------------------------------  $ 5 2 ,9 0 4 ,0 9 5
A dvances from F H L B ---------------------------------------------------  2 ,0 9 2 ,6 6 5
O ther borrow ed money-  --------------- --------- --------------------  216 ,088
Loans In  p r o c e s s  ---------    1 ,3 0 3 ,3 2 4
O ther l i a b i l i t i e s  ----------------     5 1 1 ,2 5 0
Perm anent s t o c k ---------------------------------------------------------  8 8 ,1 7 4
D eferred  c r e d i t s ----------------------------------------------------------  161,431
S p ec ific  re se rv e s -   -----------------------------------------------------  38 ,495
G en era l r e s e rv e s -  -  - -  - -  - -  - -  - -  - -  - -  - -  - -  - -  - -  -  3 ,6 2 9 ,6 8 9
U ndivided p r o f i t s -          ----------------------------------  561 .899
TOTAL LIABILITIES AND CAPITAL----------------   $ 6 1 ,5 0 7 ,1 1 0
PERCENT TO ASSETS 
F irs t M ortgage lo an s  -  - -  - -  - -  - -  - -  - -  - -  - -  - -  - -  -  8 3 .8
C a sh  and  U . S . G o v ' t s - - - - - - - - - - - - - - - - - --------  1 0 .6
S av ings c a p i t a l -          ---------    8 6 . 0
G en . r e s .  & U . P . --------------------------------------------------------
G e n . r e s .  & perm . s tk .  - - - - - - - - - - - - - - - - - - - -  7 . 0
SOURCE: F edera l Home Loan Bank Board.
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p er cen t; FHA m ortgages, 5 .4  per cen t; an d  VA m ortg ag es, 4 .0  per 
c e n t . In th e  d ecad e  of th e  1950s th e  conven tiona l ty p e  h as  ranged 
from 80 to  90 per c e n t o f th e  m ortgage p o rtfo lio , th e  VA ty p e  from 14 
per c e n t in  1950 to  a low of 4 p er c e n t in  1959, and  th e  FHA ty p e  being  
5 .1  per c e n t and  flu c tu a tin g  from a  low  of 2 .3  per c e n t in  1954 and  
1957 to  a high of 5 .4  per c e n t in  1959.
C ash  an d  G overnm ent B onds. C a sh  on hand and governm ent 
bonds a re  th e  b a s ic  item s of liq u id ity  for sav in g s  and  loan  a s s o c ia ­
tio n s  . T hese item s are  h e ld  for w ithd raw als of sa v e rs  and  in v e s to rs
and  for rou tine  b u s in e s s  n e e d s . G en e ra lly , th e  liq u id ity  requirem ent
27i s  a t le a s t  6 .0  p e r cen t of sa v in g s  a c c o u n ts .
Federal Home Loan Bank S to c k . Member sav in g s  an d  loan  a s s o c ia ­
tio n s  a re  requ ired  to  p u rch ase  F ederal Home Loan Bank c a p ita l  s to ck  in  
a n  am ount eq u a l to  a t  le a s t  tw o per c e n t o f th e  ag g reg a te  of th e  unpaid  
b a lan c e  of th e ir  home m ortgage loan  h o ld in g s . M em bers of th e  FHLB 
System  may borrow from th e  FHL B an k s. In  th e  c a s e  o f fe d e ra lly -  
ch a rte red  a s s o c ia tio n s  am ounts up to  fifty  per c e n t of sh a re  acco u n ts  
may be borrow ed; and  in  th e  c a s e  of s ta te -c h a r te re d  a s s o c ia t io n s ,  d e ­
pending upon th e  law  o f th e  p a rtic u la r  s ta te  in v o lv ed , up to  tw en ty -fiv e
^ S o u rc e  Book (W ashington: F ed era l Home Loan Bank Board, 1960); 
S av in as  and  Loan F act Book (C hicago: U nited  S ta te s  S av ings and Loan 
L eague , 1959), p .  5 2 .
27Six  p er c e n t i s  th e  minimum liq u id ity  requirem ent for a l l  m em bers 
o f th e  F ederal Home Loan Bank S y stem .
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to  f if ty  p er c e n t o f sh a re  a c c o u n ts  may be borrow ed .
The p rin c ip a l l ia b i l i ty  o f sa v in g s  an d  lo an  a s s o c ia t io n s ,  a s  
show n in  T able VIII, i s  sa v in g s  c a p i ta l .
S av in a s  a c c o u n ts  com prise  b e tw een  80 and  90 p e r  c e n t o f  th e  
l ia b i l i t ie s  o f sa v in g s  and  lo a n  a s s o c ia t io n s . S av in g s a c c o u n ts  com e 
in  a  bew ildering  v a r ie ty . They a re  ren d ered  som ew hat com p reh en sib le  
by v iew ing  them  in  tw o  c la s s i f ic a t io n s ,  acco rd in g  to  ty p e  o f  ow nersh ip  
and  acco rd in g  to  th e  m anner o< sfevlng. A ccording to  o w n ersh ip , th ey  
are:
1 . In d iv id u a l a c c o u n ts
2 . P a rtn e rsh ip  a c c o u n ts
3 . C orporation  an d  v o lu n ta ry  a s s o c ia t io n  a c co u n ts
4 .  Jo in t te n a n c y  ac co u n ts
5 . T enancy in  common a c c o u n ts
6 . T rust a c c o u n ts
S av in g s  an d  lo a n  a s s o c ia t io n s  h av e  d ev e lo p ed  d iffe ren t ty p e s  o f sa v in g s  
a c c o u n ts  to  a p p e a l to  th e  sa v in g s  h a b its  of d iffe ren t p e o p le . They are :
1 . S y s te m a tic  S av in a  A cc o u n ts . This w a s  th e  on ly  acco u n t 
a v a ila b le  under th e  s e r ia l  p la n . M odem  a s s o c ia t io n s  re fe r  
to  th is  p lan n ed  ty p e  o f  sav in g  a s  a  bonus " a c c o u n t,"  b e c a u se  
th e  sa v e r  i s  g iv e n  a  h ig h e r d iv id en d  th a n  th e  sp o ra d ic  s a v e r .
2 . R egular S a v in a s  A cc o u n ts . This ty p e  o f acco u n t a lm s a t  th a t 
la rg e  body o f sa v e rs  w ho h av e  sh o rt- te rm  sa v in g s  o b je c t iv e s .  
The reg u la r  ac co u n t a ls o  a p p e a ls  to  th o s e  w ho add  to  th e ir  
a c c o u n ts  s p o ra d ic a lly . I t i s  th e  m ost popu lar ty p e  o f
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ac c o u n t. 28
3 . Investm ent A ccoun ts. Investm ent accoun ts are  designed  to  
a ttra c t th e  larger Inv esto r w ith  sav ings In lump su m s, 
commonly In am ounts of $ 100.
4 . Prepaid A ccoun ts. The prepaid  accoun t i s  designed  for lump 
sum investm ents in  any am ount. D ividends are not d istribu ted  
but added to  th e  account u n til the m aturity value i s  reach ed . 
This type of account is  not in  frequent u s e .
Beginning in  1933, federal a s so c ia tio n s  operating under C harter C 
perm itted the  four ty p es  of accoun ts ju s t  enum erated. H ow ever, w ith  
charte r s im plifica tions in  C harter N and K (rev ised ), th e  sav ings account 
structu re  w as sim p lified . At p resen t "the ca p ita l of a Federal a s s o c ia ­
tion  may be through paym ents on sav ings ac co u n ts . . . . "  H ence there 
is  only one type of acco u n t. For th e  sy stem atic  sa v e r , C harter N and 
C harter K make provisions for a bonus on ex tra d iv idend . The bonus 
ra te  i s  1 per cen t per annum .
The ch a rte rs  of federal a s so c ia tio n s  and the  a sso c ia tio n s  
chartered  in  many o f th e  s ta te s  en jo in  th e  labeling  of share  accoun ts 
a s  " d e p o s i ts ," even  though they  have alm ost a l l  of th e  c h a ra c te ris tic s  
a s so c ia te d  w ith  d e p o s its . Some s ta te s  perm it both share and deposit 
a c c o u n ts . In such  s ta te s  a  low er dividend ra te  is  u su a lly  paid  on
2®William P rather, "Savings A ccounts, " S av inas and Loan 
P rincip les (Chicago: American Savings and Loan In s titu te  P re s s , 1957), 
p . 95.
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deposit accounts than  on share a cco u n ts , but deposit holders usually  
have a  prior claim  on the  a s s e ts  in  the  event of liqu idation . In ac tual 
p rac tice , how ever, there  is  no very rea l d is tin c tio n  betw een sav ings 
accounts in  sav ings and loan asso c ia tio n s  and tim e d ep o sits  in  b an k s .
The law s governing savings and loan  a sso c ia tio n s  specify  the 
conditions of w ithdraw al. N either a s so c ia tio n s  nor com m ercial b an k s , 
even though they  do . are  required to  pay on dem and. The majority of 
the  law s provide th a t asso c ia tio n s  may require a  30 or 60 day w ritten  
notice of w ithdraw al. ^  In the event an  a sso c ia tio n  invokes th e  no tice  
requirem ent, w ithdraw al no tices are  numbered and paid out in order of 
f ilin g . If a  period of financ ia l stringency p rev a ils , th e  law s generally  
ou tline the  w ithdraw al procedure to  be fo llow ed. The various law s are 
not uniform , but u su a lly  one-th ird  of a l l  th e  rece ip ts  must be devoted 
to  w ithdraw als un til a ll w ritten  req u ests  have been  honored.
In order to  a llev ia te  hardship  c a s e s  among s a v e rs , it 
is  a lso  frequently provided th a t the  d irec to rs may au thorise 
withdraw al paym ents up to  f  100 to  any one account holder 
in  any one month w ithout regard to  the  order of filing n o tice .
It is  a lso  som etim es provided th a t not more th an  $ 1 ,000  
sh a ll be paid on account of any one w ithdraw al req u est in  
the  order filed  and th a t upon the  payment of such an  am ount, 
any balance on no tice  w ill be renumbered and returned to  
th e  end of th e  l i s t . 30
29Prochnow, o p . c l t . . p . 133.
3Qprochnow, o p . c i t . . p . 134; for d e ta il procedures on w ithdraw al, 
see  R ules. o p . c l t . , p . 11.
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Safety of Savinas Accounts
M ost of the  savers u tiliz ing  sav ings and loan a s so c ia tio n s  are 
v ita lly  concerned w ith the  safe ty  and av a ilab ility  of th e ir  s a v in g s . The 
sa fe ty  of sav ings Is re la ted  to  in su ran ce , m anagem ent/ mortgage lending 
p o lic ie s , reserve p o lic ie s , and superv is ion .
Insurance Is b a s ic  to  th e  safe ty  of share  a c c o u n ts . The Federal 
Savings and Loan Insurance Corporation provides th is  function for 
sav ings and loan a s so c ia tio n s . The a s so c ia tio n s  having membership In 
the  Federal Savings and Loan Insurance C orporation have shareho lders ' 
accoun ts insured  up to  $ 10,000 per shareholder; how ever, any given 
family may have a s  much a s  $30,000 in su red . At y ea r end 1959, 93. 4 
per cen t of a l l  sav ings in  sav ings and loan  a s so c ia tio n s  w ere covered 
by in su ran ce .
In the  event of default by a member a sso c ia tio n  the  FSLIC s e tt le s  
a l l  insured  a c c o u n ts . D efault means o ffic ia l determ ination by public 
authority  for purposes of liqu ida tion . An a sso c ia tio n  is  u su a lly  not 
considered  in  defau lt a s  long as  one-th ird  of i ts  ca sh  rece ip ts  are  used  
to  repurchase proffered share  a c c o u n ts . An insured  account holder may 
have to  accep t pa rtia l reimbursement for an  indefin ite  perio d , even though 
ultim ate repayment up to  $10,000 is  a s su re d . In  th e  event of a  d e fau lt, 
e ith er s ta te  or federal au tho rities tak e  charge for liqu idation  or
^A n n u a l F inancial Report (W ashington; Federal Savings and 
Loan Insurance C orporation, 1959).
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reo rg an iza tio n . The Insu rance corporation  m akes a  determ ination  of 
th e  Insured  members and ta k e s  ac tio n  to  refund up to  $ 10 ,000  per 
in su red  account In one of two w ays: (1) by paym ent in  c a s h , o r (2) by 
e s tab lish in g  an  account of th e  sam e amount in  an  Insured  a s so c ia tio n  
in  th e  sam e lo c a lity .
The premium charge is  1/12 (orig inally  1/8) o f one per cen t per 
annum on th e  to ta l amount of a l l  Insured  acco u n ts p lus a l l  cred ito r 
ob liga tions of the  Insured  a s so c ia tio n . The FSLIC may in c re a se  th e  
premium to  an  amount not to  exceed  1 /8  of one per cen t if  i t  i s  n e c e s ­
s ita te d . The FSLIC, although owned by member a s s o c ia tio n s , is
32su b je c t to  regu la tion  of th e  Federal Home Loan Bank Board.
R ese rv es , Superv ision  and Regulatio n , and M ortgage P o lic ies
S avings and lo an  a s so c ia tio n s  are required  by law  to  accum ulate
rese rv e  ag a in s t w hich lo s s e s  may be charged .
In g en e ra l, th e  requirem ent is  th a t a c e rta in  minimum 
p ercen tage  of annual n e t incom e m ust be  tran sfe rred  to  
re se rv e s  for lo s s e s  u n til such  rese rv e s  (including undivided 
profits or u n a llo ca ted  rese rv es) a re  th e  equ ivalen t of 10 or 
15 per cen t of a s s e t s ,  depending upon the  law  tinder w hich 
th e  a s so c ia tio n  o p e ra te s . 3
F ederal and S ta te  au th o ritie s  w ith  adm in istra tive  and superv isory  
au thority  exam ine sav ings and loan  a s so c ia tio n s  p erio d ica lly  and require
32 For com plete d e ta ils  on th e  in su ran ce  of a c c o u n ts , se e  Rules 
and R egulations for Insu rance  of A ccounts (W ashington: Federal Saving 
and Loan Insu rance C orporation , M arch 15, 1960), p .  43 .
33Prochnow, o p .  c l t . . p .  133.
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them  to  subm it o p era tin g  and co n d itio n  rep o rts  a t  l e a s t  o n ce  a  y e a r .  
G en e ra l sum m aries o f th e s e  rep o rts  c a n  b e  found in  th e  F ed era l Home 
Loan Bank B o ard 's  C om bined F in an c ia l S ta te m e n ts  and  in  th e  A nnual 
R eports o f th e  in d iv id u a l s ta te  banking  c o m m iss io n e rs . S u p erv is io n  i s  
b a s ic a l ly  to  In su re  com pliance  w ith  le g a l re q u ire m e n ts , so lv e n c y , and  
th e  in te g rity  o f m anagem ent.
There a re  s p e c ia l  re g u la tio n s  d e s ig n ed  to  In su re  th e  so lv e n cy  o f 
sa v in g s  an d  lo a n  a s s o c ia t io n s .  The fed e ra lly  ch a rte red  a s s o c ia t io n s  
an d  m ost s ta te  c h a rte red  a s s o c ia t io n s  a re  re g u la te d  a s  to  th e  s iz e  o f 
m ortgage lo a n s , am o rtiza tio n  period  o f th e ir  m ortgage lo a n s , and  th e  
lo c a tio n  o f th e  p roperty  to  b e  m o rtg ag ed . The lo a n s  o f fe d e ra l a s s o c ia ­
t io n s  a re  g e n e ra lly  lim ited  in  am ount to  th e  l e s s e r  o f 80 p er cen t o f th e  
a p p ra is e d  v a lu e  o f th e  m ortgaged p roperty  o r $ 2 0 , 000 , for te rm s up  to  
25 y e a rs  on a  m onthly am o rtized  b a s i s ,  o n  f ir s t  m ortgage l ie n s  on  
p roperty  s itu a te d  w ith in  fifty  m iles  o f th e  a s s o c ia t io n 's  hom e o f f ic e .
I t i s  p o s s ib le ,  h o w ev er, for up to  15 p e r c e n t o f  fe d e ra l a s s o c ia t io n s ' 
m ortgage lend ing  to  be  o u ts id e  th e  50 m ile lim it and  th e  $ 2 0 ,0 0 0  maximum. 
M oreover, FHA and  VA lo a n s  for te rm s o f more th a n  25 y e a rs  a re  a llo w e d . 
F ed era lly  ch a rte red  a s s o c ia t io n s  th a t  h av e  b e e n  co n v e rted  from s ta te
c h a rte re d  a s s o c ia t io n s  a re  p erm itted  to  le n d  in  th e  a re a  p erm itted  them
34u n d er th e  s ta te  c h a r te r .  A sum m ary o f re g u la tio n s  app ly in g  to  m ortgage 
len d in g  b y  s ta te  c h a rte red  a s s o c ia t io n s  i s  co n ta in e d  in  T ab le  DC b e lo w .
34For d e ta i l s  o f m ortgage len d in g  by  F ed era l a s s o c ia t io n s  s e e  
R ules an d  R e g u la tio n s , fife. c l t . .  p p . 2 2 -3 1 .
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TABLE DC
MORTGAGE RESTRICTIONS FOR STATE SAVINGS AND LOAN ASSOCIATIONS
S ta te  Per C en t of A ppraisa l Maximum M aturity
Alabama 
A rizona -
A rkansas -  
C a lifo rn ia
C olarado
C o n n ec ticu t -   --------
D elaw are- -  -   --------
D . C . --------------------
F lo r id a --------------------
G e o rg ia - -----------------
Idaho ----------------------
I l l in o i s --------------------
In d ia n a --------------------
I o w a ----------------------
K ansas --------------------
K entucky  --------
L o u is ia n a ---------------
M a i n e --------------------
M aryland -   ----------
M a s s a c h u s e t t s ------
M ich ig an -  -------------
M in n e so ta ---------------
M is s is s ip p i -------------
M i s s o u r i ---------------
M ontana  ---------------
N e b ra s k a - ---------------
N evada      --------
New H a m p sh ire -------
New J e r s e y -------------
New M e x ic o -  -
New Y o r k ---------------
N orth C a r o l in a --------
North D a k o ta ------------
O h i o ----------------------
no r e s t r i c t io n s ------------------ 20
60 p er c e n t, o r 70 p e r   no
cen t i f  in su red  by FSLIC 
no r e s t r i c t io n s    no
80 per ce n t up to  $ 10 , 000r  20
70 p er cen t above 
no re sc tr lc tlo n s  ex cep t 5 0 - 
p er c e n t i f  not am ortized
80 per c e n t  ---------------  25
no re s tr ic tio n s     ----------- 25
60 to  75 p er c e n t   20
no r e s t r i c t io n s    no
no re s tr ic tio n s*    ----------- no
no r e s t r i c t io n s ------------------ no
75 per c e n t -        --------  25
00 to  80 per c e n t-----------   -  20
75 per c e n t    20
60 to  80 p er c e n t   -  -  20
no re s tr ic tio n s* -  - -  - -  - -  -  no
no r e s t r i c t io n s ------------------ no
no r e s t r i c t io n s    20
no re s tr ic tio n s  -  - -  - -  - -  -  no
no re s tr ic tio n s     -------------  20
inform ation not av a ila b le -  -  -  
no re s tr ic tio n s  -  - -  - -  - -  -  no
no re s tr ic tio n s  -  - -  - -  - -  -  no
no re s tr ic tio n s  -  - -  - -  - -  -  no
75 per c e n t  ---------------  no
75 p er cen t - - - - - - - - -  no
no re s tr ic tio n s       ------ no
80 p er c e n t o v er $ 10, 000- -  20
80 p e r  c e n t ,  am o rtiz ed   20
no r e s t r i c t io n s    no
80 per cen t — -------- -- 20
no re s tr ic tio n s  -  - -------- —  no
 no In fo rm a tio n  -------- - - - - - -
66 2 /3  to  80 p er c e n t   12 y ea rs
y ea rs
re s tr ic tio n s
re s tr ic tio n s
y ea rs
20 y e a rs  am ortized
y e a rs
y e a rs
y e a rs
re s tr ic tio n s
re s tr ic tio n s
re s tr ic tio n s
y e a rs
y ea rs
y ea rs
y e a rs
re s tr ic tio n s
re s tr ic tio n s
y ea rs
re s tr ic tio n s
y ea rs
re s tr ic tio n s
re s tr ic tio n s
re s tr ic tio n s
re s tr ic tio n s
re s tr ic tio n s
re s tr ic tio n s
y e a rs
y e a rs
re s tr ic tio n s
y e a rs
re s tr ic tio n s
TABLE IX (continued)
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S ta te  Per C en t of A ppraisa l Maximum M aturity
Oklahom a - - - - - - -  no
O re g o n   ----------- 75
P ennsy lvan ia  -   ---------70
Rhode Is lan d - - - - - -  no
South C aro lina    no
South D a k o ta    75
T e n n e s s e e ------------------ 66
T e x a s ------------------   -  80
U t a h ----------------------  75
V e rm o n t----------- -  -  -  no
V irginia   no
W a s h in g to n    -  60
W est V irg in ia    -  no
W is c o n s in  ----------- 65
W yom ing -  - ---------65
re s tr ic tio n s       --------  no re s tr ic tio n s
per c e n t -      ----------  25 y ea rs
to  80 p er c e n t-  -   --------  no re s tr ic tio n s
r e s t r i c t io n s    25 y ea rs
r e s t r i c t io n s    no re s tr ic tio n s
per c e n t -------------------- no re s tr ic tio n s
2 /3  p er c e n t--------------- -- no re s tr ic tio n s
per c e n t --------------- ------- 25 y ea rs
p er c e n t  ------------- 5 y e a rs  u n le s s
am ortised
r e s t r i c t io n s ------------- 20 y ea rs
re s tr ic tio n s       ------ no re s tr ic tio n s
to  80 p er c e n t   25 y ea rs
r e s t r i c t io n s ------------- -- no re s tr ic tio n s
to  80 p e r c e n t-  - - - - - -  5 y e a rs
per c e n t ---------------------- no re s tr ic tio n s
SOURCE: H earings on  H . R. 6228: N ational Banking R esid en tia l
M ortgage and C on stru c tio n  L o an s, July 15, 1955, p p . 4 9 -5 0 .
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F ed era l Tax L eg is la tio n
There a re  tw o ca teg o ric *  o f fe d e ra l le g is la t io n  a ffe c tin g  sa v in g s  
and  lo an  a s s o c ia t io n s .  O ne i s  th e  reg u la tio n  o f th e  co n d u c t o f 
sa v in g s  and  lo an  a f fa irs  w h ich  h a s  ju s t  b ee n  d e s c r ib e d , an d  th e  o th e r  
h a s  to  do  w ith  th e  ta x a tio n  o f  sa v in g s  an d  lo a n  a s s o c ia t io n s .  S av ings 
an d  lo an  a s s o c ia t io n s  h av e  re c e iv e d  d if fe re n tia l tre a tm e n t in  th e  rea lm  
o f fed e ra l ta x a tio n . T hese a s s o c ia t io n s  h av e  b e e n  exem pted  in  w h o le  
o r in  p a rt from th e  p ro v is io n s  o f  every  incom e and  e x c is e  ta x  w h ich  
th e  C o n g ress  h a s  e n a c te d .
This d if fe re n tia l ta x  tre a tm en t h a s  b ee n  s e c u re d , a t  le a s t  in  
p a r t ,  by  th e  v lg teous e ffo rts  o f th e  sa v in g s  an d  lo a n  a s s o c ia t io n s ,  
p r in c ip a lly  th rough  th e  U nited  S ta te s  S av in g s and  Loan L eag u e . The 
f ir s t  ta x  exem ption  reco g n itio n  in  a  fe d e ra l ta x  law  cam e in  th e  W ilso n  
T ariff Act of 1894 This A ct, a lthough  su b se q u en tly  d e c la re d  u n co n ­
s t i tu t io n a l ,  w as  of g re a t h is to r ic a l  s ig n if ic a n c e  for sa v in g s  and  lo an  
a s s o c ia t io n s .  I t e s ta b l is h e d  a  s ig n if ic a n t p rec e d en t and  po rten d ed  
th e  fav o rab le  a t t i tu d e  o f C o n g ress  tow ard  sa v in g s  and lo a n  a s s o c ia ­
tio n s  . The Act p rov ided  a  tw o p e r c e n t n e t incom e ta x  on  c o rp o ra tio n s , 
b u t sa v in g s  and  lo an  a s s o c ia t io n s  w ere  c a te g o r ic a lly  exem pted  b y  one 
o f th e  am endm ents to  th e  Act w h ich  d e c la re d  th a t  "no th ing  h e re in  co n ­
ta in e d  s h a ll  ap p ly  to  bu ild in g  and  lo a n  a s s o c ia t io n s  . . . w h ich  m ake
3®Bodfish, o p . c l t . . p. 185; see also Link, o p . c l t . , p. 104.
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loan*  on ly  to  th a ir  s h a re h o ld e r s ."36 T h u s , th e  ta x  f re e  s ta tu s  of 
th e s e  a s s o c ia t io n s  w as  c o n tin u e d . C o n c e rted  a c tio n  by  sa v in g s  and  
lo a n  a s s o c ia t io n s  se cu red  p re fe re n tia l tre a tm e n t.
T his exem ption  p re c e d e n t w a s  co n tin u ed  in  su b se q u e n t c o n g re s ­
s io n a l e n a c tm e n ts . An exem ption  w as  se c u re d  from th e  p ro p o sed  stam p 
ta x e s  in  th e  D ing ley  T ariff Act o f 1 8 9 7 .3 ?  The fo llow ing  y e a r  sa v in g s  
and  lo a n  a s s o c ia t io n s  w ere  g iv e n  p re fe re n tia l trea tm en t by  th e  W ar 
R evenue Act o f  1896, w hich  le v ie d  a  ta x  on s to c k s  and  bonds o f 
c o rp o ra tio n s . A s e c tio n  of th e  A ct p rov ided : " . . .  th a t  s to c k  and  
bonds is s u e d  by co o p e ra tiv e  b u ild in g  an d  lo an  a s s o c ia t io n s  w h o se  
c a p i ta l  s to c k  d o es  not ex c ee d  te n  th o u sa n d  d o l la r s , an d  b u ild in g  and  
lo a n  a s s o c ia t io n s  o r com pan ies th a t  m ake lo a n s  on ly  to  th e ir  s h a re ­
h o ld e rs , s h a l l  be  exem pt from th e  ta x  h e re in  p ro v id e d ."3® A gain , th e
C o rp o ra tio n  E x c ise  Act o f 1909, p opu la rly  d e s ig n a te d  a s  th e  P a y n e -
39A ldrich T ariff A ct, an  im portan t a c t  in  A m erican ta x  h is to ry  b e c a u se
i t  i s  g e n e ra lly  reg ard ed  a s  th e  p ro to type  of th e  co rp o ra te  incom e ta x  
40la w , ex ten d ed  ta x  exem ption  to  "d o m estic  b u ild in g  and  lo an
3^28 S ta tu te  556 (1895).
3 ?B odflsh . o p . c l t . . p .  188; C a s h in , o p . c l t . . p p . 131-138; 
L ink, o p . c l t . . p p . 1 0 4 -1 0 5 .
3830 S ta tu te  455 (1897).
39 L lnk , o p . c l t . . p p . 1 0 1 -1 2 8 .
48W illiam  J .  S ch u ltz  and C .  L. H a rr is* . A m erican P ub lic  F in an ce
(Englew ood: Prentice*41all, I n c . ,  1959), p p . 2 3 7 , 2 9 2 .
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a s s o c ia t io n s ,  o rgan ized  and o p era ted  ex c lu s iv e ly  for th e  m utual b en e fit
41of th e ir  m em bers.
The ra tif ic a tio n  o f th e  S ix teen th  Amendment In  1913 made p o s s ib le  
th e  enactm ent of an  Incom e ta x  on co rpo ra tions and In d iv id u a ls , w hich  
C o n g ress  provided in  th e  Revenue Act o f 1913. The Act d id  not apply  
to  . . dom estic  bu ild ing  and lo an  a s s o c ia t io n s ," 42 and d iffe re n tia l 
trea tm en t w as co n tin u ed . The qualify ing  p h ra s e , "opera ted  ex c lu s iv e ly  
for th e  m utual b en e fit o f th e ir  m em b ers ," w as  om itted  In th is  A ct. This 
c o n s titu te d  an  unqualified  ta x  exem ption g en e ra liz ed  to  a l l  a s s o c ia t io n s ,  
w hether m utual In ch a ra c te r  o r n o t. I t is  not p o ss ib le  to  determ ine 
w h eth e r th e  ta x  exem ption w as g iv en  b e c a u se  a s s o c ia tio n s  w ere  p re ­
sum ed to  b e  m utual o rg a n iz a tio n s , or for o ther r e a s o n s .
Subsequen t revenue law s con tinued  th e  ta x  exem pt s ta tu s  of 
sa v in g s  and  loan  a s s o c ia t io n s .  The Revenue Act of 1921 exem pted a ll 
bu ild ing  and loan  a s s o c ia tio n s  w ithou t requiring  th a t th ey  be m utual, 
and  fu rther provided th a t g ro ss  Incom e to  an  in d iv id u a l shou ld  not 
Include:
So much o f th e  am ount rece iv ed  by  an  Ind iv idual a f te r  
D ecem ber 3 1 , 1921, and  befo re  January 1 , 1927, a s  d iv i­
dends or in te re s t  from build ing  and  lo an  a s s o c ia t io n s ,  
opera ted  ex c lu s iv e ly  for th e  purpose o f m aking lo a n s  to  
members a s  d o es not ex ceed  $300. *3
4136 S ta tu te  113 (1911).
4238 S ta tu te  172 (1915).
4342.ftfttUtS 253 (1921).
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S ubsequen t revenue a c ts  u n til 1934 made no c h a n g e s , ex cep t for th e  
rem oval of th e  tim e lim it on  th e  $300 fea tu re44 in 1926. Although 
th e  Revenue Act of 1934 le f t  th e  "exem ption s ta tu s "  o f sav in g s and  
loan  a s s o c ia tio n s  u n a lte red , i t  e s ta b lish e d  a  p reced en t in  providing 
for ta x  exem pt c o rp o ra tio n s .45 S av ings and loan  a s s o c ia t io n s ,  how ­
e v e r , w ere  req u ired , a s  w ere a l l  such  ta x  exem pt co rp o ra tio n s , to  
subm it "inform ation re tu rn s"  beginning  in  1942.
C o n g ress  le f t  th e  ta x  s ta tu s  of sav in g s and loan  a s so c ia tio n s  
unchanged  u n til 1951. Beginning in  1952, sav in g s and loan  a s s o c ia ­
tio n s  w ere rem oved from th e  exem pt l i s t , and  they  w ere made nom inally  
su b je c t to  th e  sam e corporate  Incom e ta x e s  a s  ap p lied  to  com m ercial 
b a n k s .
S av ings and lo an  a s so c ia tio n s  w ere perm itted  by th e  Revenue 
Act of 1951 to  accum ulate  re se rv e s  in  an  am ount equal to  tw elve  per 
c e n t of th e  w ithd raw ab le  sh a re s  a s  fo llow s:
(e) Bad deb t r e s e rv e s ,- -S e c t io n  23 (k) (1) re la tin g  to  
ded u c tio n  from g ro ss  Incom e o f bad d eb ts) i s  hereby  
am ended by adding a t  th e  end th e reo f th e  follow ing: "In 
th e  c a s e  o f . . .  a  dom estic  bu ild ing  and loan  a s so c ia tio n  . . . 
th e  rea so n ab le  add ition  of a  re se rv e  for bad  d eb ts  sh a ll  be  
determ ined  w ith  due regard  to  th e  am ount of th e  ta x p a y e r 's  
su rp lu s  o r bad  debt re se rv e s  ex is tin g  a t  th e  c lo se  of 
D ecem ber 31 , 1951. In  th e  c a s e  of a  tax p ay er d esc rib ed  
in  th e  p reced ing  se n te n c e , th e  re a so n ab le  ad d itio n  to  a  
re se rv e  for bad  d eb ts  for any ta x a b le  y ea r sh a ll In no c a s e  
be le s s  th a n  th e  am ount determ ined by th e  tax p ay er a s  th e
44B avinas and Loan A nnals (C hicago: U nited  S ta te s  Savings and
Loan L eague, 1932), p p . 6 4 3 -6 4 4 .
45Ceshin, SIXa* P* 135.
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reaso n ab le  add ition  for such  a  year; ex cep t th a t th e  
am ount sh a ll  not be  g rea te r  th an  th e  le s s e r  of (A) the  
am ount of I ts  ne t Income for th e  ta x a b le  y e a r , com puted 
w ithout regard  to  th is  su b se c tio n , o r (B) th e  am ount by 
w hich  12 per centum  o f th e  to ta l  d e p o s its  or w ithdraw ­
ab le  acco u n ts  of th e  d ep o sito rs  a t th e  c lo se  of such  y ea r 
ex ceed s  th e  sum of I ts  su rp lu s , undiv ided  p ro fits  and  
re se rv e s  a t  th e  beginning of th e  ta x a b le  year.***
Although sav in g s and loan  a s s o c ia tio n s  w ere rem oved from th e  
l i s t  of exem pt co rp o ra tio n s , th e  Revenue Act o f 1951 provided a  s ig ­
n ifican t ad d itio n a l ta x  advan tage  In th a t th e  follow ing cou ld  be tre a te d  
a s  a  b u s in e ss  ex p en se  and hence  becom e d ed u c tib le  from g ro ss  Income;
(f) d iv idends paid  by banking c o rp o ra tio n s ,— (1) In 
th e  c a s e  of . . . dom estic  bu ild ing  and lo an  a s s o c ia t io n s , 
am ounts pa id  to ,  or c red ited  to  th e  accoun t o f , d ep o s ito rs  
or h o lders  of acco u n ts  a s  d iv idends on th e ir  acco u n ts  a s  
d iv idends on th e ir  d e p o s its  o rld lthdraw able a c c o u n ts , if  
such  am ounts paid  or c red ited  a re  w ithdraw able  on dem and 
su b je c t only  to  custom ary no tice  of In ten tion  to  w ith d raw .47
S ectio n  591 o f th e  Tax C ode of 1954 allow s d iv idends paid  on 
w ithdraw able  sh a re s  only be tre a te d  a s  a b u s in e ss  e x p e n se . The 
fed era l a s s o c ia tio n s  h av e  only  w ithdraw able s h a re s .  S ta te  a s s o c ia ­
tio n s  may h av e  w ithdraw able  s h a re s , but may a ls o  have perm anent 
s h a re s .  Some in  fac t do have  perm anent s h a re s , e . g . ,  some a s s o c ia ­
tio n s  In A rkansas and T exas in  th e  N inth FHIU d is t r ic t .  D ividends 
p a id  on perm anent sh a re s  cannot be  deduc ted  from g ro ss  Income for 
Incom e ta x  p u rp o se s .
138. S ee  C hap ter V for e f fe c ts .
47Ib id .
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In sum m ary, sav in g s and lo an  a s s o c ia tio n s  lik e  many co o p era­
t iv e  e n te rp rise s  w ere  com pletely  exem pt from F ederal Incom e ta x a tio n  
prior to  1952. In 1952 th ey  w ere  made su b je c t to  Incom e ta x a tio n  a t 
th e  ra te s  for a l l  o ther co rporations; how ever th ey  a re  allow ed  d ed u c­
tio n s  such  th a t th ey  pay  l i t t l e ,  if  an y , F edera l incom e ta x e s .  C urren t 
ta x  requirem ents allow  a s  a deduction  a l l  am ounts p a id  t o ,  o r c red ited  
to  th e  acco u n ts  o f , d ep o s ito rs  or h o lders  of acco u n ts  a s  d iv idends on 
th e ir  d ep o s its  or w ithdraw able  a c c o u n ts , if  such  am ounts pa id  or 
c red ited  a re  w ithdraw able on dem and, su b je c t only  to  custom ary  n o tic e  
of in ten tio n  to  w ithd raw . M oreover, a l l  tra n s fe rs  to  re se rv e s  a re  
d ed u c tib le  a s  long a s  th e  sum of th e  s u rp lu s , re se rv e s  and und iv ided  
p ro fits  are  le s s  th an  tw elve  per cen t of w tlhdraw able  a c c o u n ts .
III . SUMMARY
S avings and loan  a s s o c ia tio n s  are  h igh ly  s p e c ia liz e d , p r iv a te ly -  
owned fin an c ia l co rpora tions o p era ted  e s s e n tia lly  on a  co o p era tiv e  
b a s i s .  They encourage th rif t and provide lo ca l c red it for th e  rep a ir , 
co n s tru c tio n , pu rchasing  or financing  of hom es. The ch a ra c te r  of 
th e s e  in s titu tio n s  h a s  evo lved  o v er tim e and h a s  ad ap ted  to  changing  
n e e d s . The ex p erien ce  of th e  1930s and fed era l le g is la tio n , both  in  
th e  f ie ld  o f ta x a tio n  and th e  reg u la tio n  o f th e  conduct of sav in g s and 
lo an  a f fa ir s , have  b een  fundam ental fo rces in  shap ing  th e  ch a ra c te r  of 
sav in g s and lo an  a s s o c ia t io n s .  This evo lu tionary  ad ap ta tio n  through 
ex p e rien ce , e s p e c ia lly  In th e  1930s, provided a  so lid  foundation  upon
w hich  th e  la te r  grow th o f th e s e  In s titu t io n s  co u ld  ta k e  p la c e . Such 
grow th d id  o ccu r on  a  s ig n if ic a n t s c a le  in  th e  1940s and  1 9 5 0 s . 
C h a p te r  IV w ill b e  co n cern ed  w ith  docum enting  and  d e sc r ib in g  th e  
reg io n a l p a tte rn  o f grow th  ex h ib ited  by sa v in g s  an d  lo a n  a s s o c ia t io n s , 
w ith  e s p e c ia l  a t te n tio n  fo cu se d  on  th e  N in th  F ed era l Home Loan Bank 
D is tr ic t .
CHAPTER IV
GROWTH IN THE SOUTH (FHLB DISTRICT 9) 1945-1959
This c h a p te r  w ill  b e  a lm o st e x c lu s iv e ly  q u a n tita tiv e  In  c h a ra c te r .  
I ts  prim ary p u rp o se  w ill b e  to  docum ent s ta t i s t ic a l ly  th e  grow th of 
sa v in g s  and  lo an  a s s o c ia t io n s ,  e s p e c ia l ly  th o s e  com prising  th e  N inth  
F ed era l Home Loan Bank D is tr ic t ,  In  th e  perio d  1 9 45 -1959 . D ata  w ill 
b e  p re se n te d  show ing  th e  a b s o lu te  an d  re la t iv e  grow th o f sa v in g s  and  
lo a n  a s s o c ia t io n s  In  I ts  p e r tin e n t m a n ife s ta tio n s . E sp e c ia l a tte n tio n  
w ill be  d ire c te d  to  c o n tra s tin g  th e  N inth  D i s t r i c t 's 1 grow th w ith  th a t 
o f th e  o th e r  FHLB d i s t r i c t s , so  th a t  th e  reg io n a l p a tte rn  o f  grow th is  
em p h as iz ed . M oreover, som e a tte n tio n  w ill  b e  g iv en  to  th e  a b so lu te  
and  re la tiv e  grow th of a s s o c ia t io n s  in  e a c h  o f th e  five  s ta te s  of th e  
N inth  D is tr ic t—A rk a n sa s , L o u is ia n a , M is s is s ip p i ,  New M ex ico , and  
T e x a s . C h ap te r  V w ill  b e  d ev o ted  to  a n  a ttem p ted  ex p lan a tio n  o f th e  
o b se rv ed  re la tiv e  grow th p a tte rn .
I .  ASSET GROWTH
The fo llow ing  p rocedu re  w ill  b e  u se d  in  p re se n tin g  th e  s ta t i s t i c a l
^U n less  o th e rw ise  s ta te d ,  th e  u s e  o f th e  nam e or d e s ig n a tio n  o f 
a  d is t r ic t  o r a  s t a t e ,  e . g . ,  L ittle  Rock o r M is s is s ip p i ,  re fe rs  to  th e  




d a ta  on th e  grow th o f sa v in g s  and lo a n  a s s e t s .  F ir s t ,  th e  d is c u s s io n  
w ill b e  d ire c te d  to  th re e  f iv e -y e a r  su b d iv is io n s  of th e  f if te e n  y e a r  
p erio d  b e in g  a n a ly z e d , beg inn ing  w ith  th e  perio d  1 9 45-1949 , fo llow ­
ing  w ith  194 9 -1 9 5 4 , and  co n c lu d in g  w ith  19 5 4 -1 9 5 9 . The a b so lu te  
and p e rce n tag e  In c re a s e  in  a s s e t s  w ill be  g iv en  for e a c h  su b d iv is io n .
A f in a l o b se rv a tio n  w ill be m ade ab o u t th e  a b so lu te  and p e rce n ta g e  
In c re a se  for th e  e n tire  1945-1959 p e r io d . The p rocedu re  o u tlin ed  w ill 
b e  a p p lie d  f ir s t  to  a l l  a s s o c ia t io n s  o f th e  n a t io n , so  a s  to  p re se n t a 
background  for th e  d is c u s s io n  of th e  a s s o c ia t io n s  o f th e  L ittle  Rock 
D is tr ic t .  An a n a ly s is  of th e  a s s e t s  of th e  a s s o c ia t io n s  in  th e  fiv e  
s ta te s  com posing  th e  L ittle  Rock D is tr ic t  w ill  co n c lu d e  th is  s e c t io n .
T able X re v e a ls  th e  u n p reced en ted  grow th of sa v in g s  an d  lo an  
a s s e t s  for th e  n a tio n  and  e a c h  of th e  e le v e n  FHLB d is t r ic ts  in  th e
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p erio d  1 9 45-1959 . A ggregate sa v in g s  and  lo a n  a s s e t s  for th e  n a tio n  
during th e  th re e  su b d iv is io n s  o f  th e  f if te e n  y e a r  perio d  ro se  from 
$ 8 ,7 4 7  m illion  to  $ 1 4 ,6 2 2  m illio n  In th e  p e rio d  194561949, a n  in c re a s e  
o f 6 7 .1  p er cen t; from $ 1 4 ,6 2 2  m illion  to  $ 3 1 ,6 1 2  m illion  in  th e  period  
1 9 49-1954 , a n  In c re a s e  o f 9 9 .4  p e r  c e n t; an d  from $ 3 1 ,6 1 2  to  $ 6 3 ,4 7 2  
m illio n , or 6 8 .9  p e r  c e n t ,  in  th e  f in a l fiv e  y e a r s ,  19 5 4 -1 9 5 9 . T h u s, 
th e  ra te  of grow th In  a s s e t s  in  th e  1949-1954 perio d  w a s  s u b s ta n tia lly
^ E sse n tia lly  th e  sam e p rocedu re  w ill  b e  u se d  in  th e  d is c u s s io n  o f 
th e  grow th o f m ortgage d e b t , m ortgage re c o rd in g s , and  s a v in g s .
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All a s s e t  v a lu e s  in  th e  d is c u s s io n  to  follow  p e r ta in  to  
D ecem ber 31 o f th e  y e a r  in  q u e s tio n .
TABLE X
ASSET GROWTH SAVINGS AND LOAN ASSOCIATIONS, BY FHLB DISTRICTS, 1945-1959






D ist.n D ist.«3 D ist.♦4 D ist.«5 D is t.* D ist.#7 D ist.«8 D ist.#9 D ist.«Q D ist.i l l
1945 8,747 896 1,075 644 993 1,586 515 816 495 331 340 1,061
1946 10,202 981 1,266 748 1,242 1,783 591 983 589 406 407 1,212
1947 11,687 1,088 1,467 848 1,462 1,982 675 1,153 664 487 473 1,389
1948 13,028 1,179 1,664 937 1,625 2,145 745 1,319 735 569 527 1,581
1949 1,4622 1,275 1,862 1,036 1,813 2,318 823 1,540 846 666 597 1,845
1950 16,846 1,390 2,160 1,197 2,140 2,564 954 1,840 970 794 682 1,883
1951 19,164 1,513 2,460 1,340 2,476 2,884 1,078 2,131 1,105 916 769 2,492
1952 22,855 1,666 2,863 1,537 3,015 3,307 1,255 2,517 1,305 1,097 905 3,117
1953 26,638 1,873 3,284 1,787 3,640 3,742 1,485 3,042 1,573 1,341 1,072 3,800
1954 31,612 2,091 3,815 2,067 4,389 4,257 1,722 3,729 1,903 1,644 1,287 4,708
1955 37,569 2,344 4,487 2,419 5,281 4,933 2,012 4,507 2,279 2,012 1,566 5,757
1956 42,781 2,540 5,027 2,742 6,098 5,512 2,273 5,156 2,584 3,407 1,754 6,788
1957 48,139 2,719 4,776 3,022 6,850 6,079 2,612 5,841 2,871 2,661 1,926 8,007
1958 54,978 2,931 6,179 3,347 7,890 6,748 2,915 6,675 3,347 3,138 2,192 9^616
1959 63,472 3,214 6,957 3,784 8,922 7,789 3,342 7,742 3,866 3,713 2,524 11,456
PER CENT INCREASE
1945-49 67.1 42.2 47 .0 60.8 82.5 46.1 59 .8 88.7 70 .9 101.2 75 .8 7 3 .0
1949-54 99.4 64 .0 104.8 99.5 139.4 83.6 109.2 142.1 124.9 146.8 115.5 155.1
1954-59 68.9 53.7 82 .2 8 3 .0 103.2 82 .9 94 .0 187.6 103.1 125.8 96.1 143.3
1945-59 625.6 258.7 547.1 487.5 798.4 391.1 548.9 848.7 681.0 1,021.7 642.3 874.8
SOURCE: Federal Home Loan Bank Board.
g re a te r  th an  th e  five y ea r periods w hich  Im m ediately p receded  and 
fo llow ed 1949-1954 . For th e  en tire  period  1945-1959 , agg reg a te  
sav in g s and  lo an  a s s e t s  In c reased  by $54 ,725  m illio n , or 6 2 5 .6  per 
c e n t.
The ra te s  of a s s e t  grow th for sav in g s  and loan  a s s o c ia t io n s , 
a lthough  su b s ta n tia l in  a l l  FHLB d is t r ic ts ,  d iffered  w idely  among th e  
d is tr ic ts#  S av ings and  loan  a s s o c ia tio n s  In th e  N inth FHLB D is tr ic t 
(su b seq u en tly  d es ig n a te d  a s  th e  L ittle  Rock D is tr ic t ,  se e  Figure 3) 
ex h ib ited  an  ab o v e -a v e rag e  grow th, a s s e ts  r is in g  from $331 m illion 
in  1945 to  $666 m illion  In 1949, or 101 .2  per c e n t .  This is  a  g rea te r  
p ercen tag e  in c re a se  th a n  for th e  n a tio n  (67 .1  per cen t) or for any  o ther 
FHLB d is tr ic t  In  th e  period  1945-1949 . Growth in  th e  L ittle  Rock 
D is tr ic t w as  a c c e le ra te d  in  th e  nex t five  y e a rs , 1949-1954, w ith  
a s s e ts  in c re as in g  from $666 m illion  to  $ 1 ,6 4 4  m illion , an  in c re a se  of 
146 .8  p er c e n t .  The ra te  of growth In a s s e ts  in  th is  period  exceeded  
th e  n a tio n a l ra te  (9 9 .4  per c e n t) , bu t w as  ex ceed ed  by th e  155 .1  per 
c e n t In c rease  in  a s s e ts  in  th e  a s s o c ia tio n s  of th e  S an  F ran c isco  D is tr ic t ,  
The fin a l five y e a rs ,  1954-1959 , show ed a som ew hat low er ra te  o f In ­
c re a s e  In  th e  a s s e t s  o f th e  L ittle  Rock D is tr ic t .  A s s e ts , $ 1 ,644  m illion 
in  1954, ro se  to  $ 3 ,713  m illion In  1959, or 125 .8  per c e n t .  The 125.8  
per ce n t In c rea se  in  th e  a s s e t s  of th e  L ittle  Rock a s s o c ia tio n s  g rea tly  
ex ceed ed  th e  6 8 .9  per cen t for a l l  th e  a s so c ia tio n s  of th e  n a tio n  in  th e  
period  1954-1959 , but w as ex ceed ed  by th e  143 .3  p er c e n t in c re a se  In 
th e  a s s e t s  of th e  a s s o c ia tio n s  o f  th e  San F ran c isco  D is tr ic t .  C onsidering
e m m ic  s - fed era l  home loam sa nk  d istr ic ts
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th e  w hole period 1945-1959, sav ings and loan  a s s e ts  of th e  L ittle  Rock 
D is tr ic t in c re ased  by $3 ,382  m illion , o r 1 ,0 2 1 .7  per c e n t, a s  com pared 
w ith  a su b s tan tia lly  sm aller In c rease  (625 .6  per cen t) for the  n a tio n .
The ra te  of a s s e t  growth in  th e  L ittle Rock D istric t exceeded  th a t for 
each  of the  o ther FHLB d is tr ic ts  during th e  f if te e n -y ea r  p erio d .
The ex ten t to  w hich th e  differing ra te s  of sav in g s and  lo an  a s s e t  
growth a lte red  th e  re la tiv e  p o sitio n s of th e  various FHIB d is tr ic ts  i s  
shown in  Table XI. The a s so c ia tio n s  of L ittle  Rock and only tw o o ther 
d is t r ic ts ,  G reensboro  and San F ran c isco , In c reased  th e ir  re la tiv e  p o s i­
tio n  in  th e  period 1945-1959. The a s so c ia tio n s  of th e  L ittle  Rock 
D is tr ic t , w ith  a s s e ts  of $331 m illion , accoun ted  for only  3 .8  per 
cen t of to ta l sav ings and lo an  a s s e ts  in  1945. Each y ea r  th e  a s s o c ia ­
tio n s  o f th e  L ittle  Rock D is tr ic t accoun ted  for an  in c reas in g  percen tage  
of to ta l  sav ings and loan  a s s e t s ,  and  by 1959, w ith  to ta l a s s e ts  of 
over $3 ,713  m illion , L ittle  R ock 's re la tiv e  sh are  w as 5 .8  per c e n t.
The re sp ec tiv e  In c rea se s  in  G reen sb o ro 's  and San F ran c isco 's  re la tiv e  
p o s it io n s , e sp e c ia lly  th e  l e t te r 's ,  w ere s ig n ific a n t, from 11 .4  to  14.1 
perucent for G reensboro and from 12.1  to  1 8 .0  per cen t for San F rancisco  
during th e  period 1945-1959. Four d is t r ic ts ,  B oston, New York, P ittsbu rgh , 
and  C in c in n a ti, experienced  a dim inution of th e ir  re la tiv e  p o sitio n  during 
th e  sam e perio d . The lo s s  of re la tiv e  p o sitio n  w as m ost pronounced in  
th e  Boston and C incinna ti D is tr ic ts .  T hus, Boston accoun ted  for 10 .2  
per cen t o f to ta l a s s e ts  in  1945, but for only 5 .1  per cen t in  1959.
TABLE XI


























1945 100.0 10.2 12.3 7 .4 11.4 18.1 5 .9 9 .4 5 .6 3 .8 3.9 12.1
1946 100.0 9 .6 12.4 7 .3 12.2 17.5 5 .8 9 .6 5 .8 4 .0 4 .0 11.9
1947 100.0 9 .3 12.6 7 .2 12.5 17.0 5 .8 9 .9 5 .7 4 .2 4 .0 11.9
1948 100.0 9 .0 12.8 7 .2 12.5 16.5 5 .7 10.1 5 .6 4 .4 4 .0 12.1
1949 100.0 8 .7 12.7 7.1 12.4 15.8 5 .6 10.5 5 .8 4 .6 4 .1 12.6
1950 100.0 8 .2 12.8 7.1 12.7 15.2 5 .7 10.9 5 .8 4 .7 4 .0 11.2
1951 100.0 7 .9 12.8 7 .0 12.9 15.1 5 .6 11.1 5 .8 4 .8 4 .0 13.0
1952 100.0 7 .3 12.5 6.7 13.2 14.5 5.5 11.0 5 .7 4 .8 4 .0 13.6
1953 100.0 7 .1 12.3 6 .7 13.7 14.0 5 .6 11.4 5 .9 5 .0 4 .0 13.4
1954 100.0 6 .6 12.1 6.5 13.9 13.5 5 .4 11.8 6 .0 5 .2 4 .1 14.9
1955 100.0 6 .2 11.9 6 .4 14.1 13.1 5 .4 12.0 6.1 5 .4 4 .7 15.9
1956 100.0 5 .9 11.8 6 .4 M .2 10.4 5 .3 12.1 6 .0 5 .4 4 .1 15.9
1957 100.0 5 .6 9 .9 6 .3 14.2 12.6 5 .4 12.4 6 .0 5 .5 4 .0 16.6
1958 100.0 5 .3 11.2 6 .1 14.4 12.3 5 .3 12.1 6 .1 5 .7 4 .0 17.5
1959 100.0 5 .1 11.0 6 .0 14.1 12.3 5 .3 12.2 6.1 5 .8 4 .0 18.0
SOURCE: Federal Home Loan Bank Board
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C in c in n a ti 's  share declined  from 18.1 per cen t in  1945 to  12.3 per 
cen t in  1959. The Topeka and Indianapolis D istric ts  su b stan tia lly  
m aintained th e ir re la tive  positions during th e  period 1945-1959.
The pattern  of growth exhibited in  a s s e ts ,  i . e . , a  su b stan tia l 
ra te  of growth In a ll d is tric ts  and an  esp ec ia lly  high ra te  of growth in  
the  L ittle Rock, G reensboro, and San F rancisco D is tr ic ts , is  th e  
ch a ra c te ris tic  pattern  throughout a ll a sp ec ts  of growth considered .
This pattern  w ill be further elaborated when the  sources of growth 
receive consideration  In C hapter V.
The re la tive  ra tes  of growth of savings and loan a s s e ts  In the 
s ta te s  com prising the Ninth FHLB D istric t are In te restin g . Table XIH 
shows th e  de ta iled  s ta t is t ic s  for the  growth of a s s e ts  for th e  D istric t 
and for each  s ta te  of the D istric t • A summary of the  In creases  in  
a s s e ts  for the  three fiv e-y ear periods is  shown in  Table XII below .
TABLE XU 
ASSET GROWTH
NINTH DISTRICT SAVINGS AND LOAN ASSOCIATIONS, SELECTED YEARS
A sse ts  in  m illions of Per cen t in c rease
________ H o lU f__________ 1945- 1949- 1954- 1945-
S tate  1945 1949 1954 19S9 1949 _  1954 1959 1959
Ark. 24 56 128 270 133.3 128.5 110.9 1 ,0 2 5 .0
La. 120 218 424 849 81 .6 94 .4 100.2 607.5
M is s . 17 42 117 259 147.0 178.5 121.3 1 ,4 2 3 .5
N . M . 11 27 72 153 145.4 166.6 112.5 1 ,2 9 0 .9
Tex. 161 323 903 2,182 71 .4 179.5 141.6 1 ,2 5 5 .2
D is t. 331 666 :1,644 3,713 102.1 146.8 125.8 1 ,0 2 1 .7
SOURCE: Derived from Table XUI
TABLE Xm
ASSET GROWTH
NINTH DISTRICT SAVINGS AND LOAN ASSOCIATIONS# 1945-1959 
(In millions of dollars)
D is t. 9
Year Total 1 / Arkansas Louisiana MlsslssiDDi Htar Mexico Texas
1945 331 24 120 17 11 161
1946 406 31 141 22 14 200
1947 487 40 165 27 18 237
1948 569 48 190 33 23 276
1949 666 56 218 42 27 323
1950 794 66 252 50 35 390
1951 916 77 277 61 40 461
1952 1#097 91 317 75 48 566
1953 1,134 108 369 92 58 713
1954 1,644 128 424 117 72 903
1955 2,012 152 499 146 88 1,126
1956 2,307 175 565 176 102 1,288
1957 2,611 202 640 195 115 1,508
1958 3,138 237 742 225 134 1,780
1959 3,713 270 849 259 153 2,182
PER CENT INCREASE
1945-49 101.2 133.3 81 .6 147.0 145.4 81 .4
1949-54 146.8 128.5 94 .4 178.5 166.6 179.5
1954-59 125.8 110.9 100.2 121.3 112.5 141.6
1945-59 UQ21.7 1 ,025 .0 ,607.5 1,423.5 1 ,290.9 1 ,255 .2
*The sum of the Individual s ta te s  composing the  d is tric t may vary slightly  from th e  d is tric t 
to ta l because of the rounding error.
SOURCE: Federal Home Loan Bank Board
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Of th e  five  s t a t e s , only  L ou isiana ex p erien ced  a  low er ra te  of 
growth in  sa v in g s  and  loan  a s s e t s  th an  th e  average  fo r th e  D is tr ic t .  
A sse ts  in  M is s is s ip p i ,  New M ex ico , and  T exas grew  more th a n  t t r le e  
a s  rap id ly  a s  in  L o u is ia n a . The ra te  o f growth of a s s o c ia tio n  a s s e t s  
in  A rkansas w as nearly  70 p er ce n t g rea te r  th a n  th a t in  L o u is ian a .
Perhaps i t  should  be noted  th a t th re e  s ta te s —-M is s is s ip p i,  New 
M ex ico , and  T ex as— ex h ib ited  th e  sam e g en e ra l p a tte rn  in  th e  ra te  of 
a s s e t  growth a s  th e  D is tr ic t and th e  n a tio n , a  ra te  in  th e  period  1949- 
1954 w hich  g rea tly  su rp a sse d  th o s e  In th e  1945-1949 and 1954-1959 
p e r io d s . L ouisiana grew  a t an  in c re as in g  ra te  in  each  of th e  f iv e -y e a r  
p e r io d s , w h ile  A rkansas ex p erien ced  a  dec lin in g  ra te  in  each  p e rio d .
In term s of th e  ra te  of grow th for th e  period  1945-1959 , th e  s ta te s  
ranked: M is s is s ip p i ,  New M exico , T ex as , A rk an sas , and  L o u isian a . 
C onsidering  th e  value  of a s s e t s ,  th ey  ranked  in  th e  follow ing o rder 
In 1959: T ex as , L o u is ian a , A rk an sas , M is s is s ip p i ,  and New M ex ico .
The slow er ra te  of a s s e t  grow th in  L o u is ia n a 's  sa v in g s  and loan  
a s s o c ia tio n s  s ig n ific an tly  a lte red  th e  re la tiv e  p o s itio n s  of th e  v ario u s 
s ta te s  (see  T able XIV). T ex as , occupying  th e  predom inant p o s itio n  in  
th e  D is tr ic t ,  in c re a se d  i t s  re la tiv e  sh a re  from 4 8 .6  p er c e n t o f d is tr ic t  
a s s e t s  in  1945 to  5 8 .8  p e r cen t in  1959. L o u isian a , although  s t i l l  
occupying  second  p la c e ,  su ffe red  a n  e ro sio n  o f i t s  re la tiv e  p o s itio n  
In  th e  period  1945-1959 . In  1945, L ou isiana acco u n ted  for 3 6 .2  per 
c e n t of d is t r ic t  a s s e t s , a  figure w hich  d ec lin e d  s te a d ily  to  a  low  o f 



















NINTH FHL8 DISTRICT ASSETS, 1945-1959
D ir t. 9
Total Arkansas Louisiana M isslssino i New Mei
100.0 7 .2 36 .2 5.1 3 .3
100.0 7 .6 34.7 5 .4 3 .4
100.0 8 .2 33.9 5.5 3 .7
100.0 8 .4 33.4 5 .8 4 .0
100.0 8 .4 32.7 6 .3 4 .1
100.0 8 .3 31.7 6 .3 4 .4
100.0 8 .4 32.2 6 .6 4 .4
100.0 8 .3 28.9 6 .8 4 .4
100.0 8 s i 27.5 6 .9 4 .3
100.0 7 ,8 25.8 7 .1 4 .4
100.0 7 .6 24.8 7 .2 4 .4
100.0 7 .6 24.5 7 .6 4 .4
100.0 7 .6 24.1 7 .3 4 .3
100.0 7 .6 23.6 7.2 4 .3
100.0 7 .3 22.9 7 .0 4.1
Federal Home Loan Bank Board
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A rkansas and New M exico rem ained su b s tan tia lly  unchanged through­
out th e  period  1945-1959. M iss is s ip p i su b s tan tia lly  In creased  her 
re la tiv e  sh are  of d is tr ic t  sav in g s and loan  a s s e ts  In th e  sam e period , 
accounting  for 5 .1  per cen t of to ta l a s s e ts  In 1945 and averaging 
approxim ately 7 .0  per ce n t a fte r 19 M .
The com parative growth of sav in g s and lo an  a s s e ts  for th e  nation  
and th e  N inth FHLB D is tr ic t, 1945-1959, Is  d ep ic ted  In Figure 4 . 4 
Two o b serva tions a re  n ec essa ry  about Figure 4 .  F is t , th e  s lo p e  of 
th e  lin e  rep resen tin g  th e  a s s e ts  of th e  N inth D is tr ic t Is  s te ep e r  
throughout th e  period th an  th a t for th e  n a tio n , dep ic ting  a h igher ra te  
of growth for th e  a s s e ts  of th e  L ittle  Rock D is tr ic t. S econd , th e re  h as  
been  a  re la tiv e ly  s te ad y  p ercen tage  ra te  of growth In a s s e ts  throughout 
th e  en tire  period 1945-1959, both for th e  n a tion  and th e  N inth D is tr ic t.
Figure 5 (a ra tio  chart) rev e a ls  some fea tu res  about a s s e t  growth 
among th e  s ta te s  com posing th e  N inth D is tr ic t , 1945-1959, not read ily  
apparen t in  th e  ta b u la r  d a ta  shown ab o v e . The D is tr ic t grew  a t Almost 
a  co n s tan t ra te  throughout th e  perio d . L ou isiana , Uke th e  D is tr ic t, 
grew a t  alm ost a co n s tan t ra te , but a t  a  slow er ra te  th an  e ith e r th e  
D is tr ic t of th e  e th e r  s t a te s .  M iss is s ip p i show ed th e  m ost rap id  ra te
* Figure 4 la  on a ra tio  (or sem ilog) s c a le .  Although th e  ho ri­
zo n ta l s c a le  Is  a rith m etic , na tu ra l num bers are  p lo tted  on th e  v e r tic a l 
s c a le  a t d is ta n c e s  from th e  bottom  lin e  proportional to  th e ir  logarithm s; 
A s tra lg h t-U n e  tren d  In d ica tes  a  co n s tan t per cen t ra te  o f growth; and 
p a ra lle l lin e s  In d ica te  equal ra te s  of in c re a s e . The s te e p e r  th e  tren d , 
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of In c re a se , follow ed by New M exico . Although not to o  pronounced, 
th e re  w as a  genera l pa ttern  o f a s s e t  growth among th e  s ta te s  over 
th e  en tire  p erio d . There w as a  high ra te  of growth from 1945 to  1949.
A dim inished ra te  of In crease  ensued  from 1949 through 1951, but th e  
ra te  in c reased  again  from 1951 through 1954. In  th e  fin a l five y e a rs , 
1954-1959, there  w as a  d im inished ra te  o f grow th, w ith  Louisiana and 
Texas tending to  run counter to  th e  la t te r  tren d .
The growth in  a s s e ts  i s  c lo se ly  a llied  w ith  home mortgage financ­
ing . I t is  re le v a n t, therefore to  record th e  growth of mortgage deb t o u t­
standing and th e  growth in  annual mortgage reco rd in g s .
n .  HOME MORTGAGE FINANCING 
One o f th e  b e s t sources of home mortgage financing inform ation 
is  th e  "M ortgages Recorded" se r ie s  com piled by th e  O perating A nalysis 
D iv ision  of th e  Federal Home Loan Bank Board. These d a ta  in d ica te  
th e  volume and trend  in  to ta l re a l e s ta te  financ ing , a s  w ell a s  th e  
sh a re s  in  th e  to ta l of th e  various ty p es of le n d e rs . The "M ortgages 
Recorded" s e r ie s  provides monthly d a ta  on home mortgage recordings 
a s  to  both number and do llar amount o f record ings for s ix  ty p es  of 
m ortgagees, reflec ting  loans of $20 ,000  or le s s  in  th e  financing of 
1-4 fam ily nonfarm hom es. Summary data  are  b ased  on orig inating  
m ortgagees; th e re fo re , s in ce  g iven  le n d e rs , such a s  in su ran ce  com­
p a n ie s , o ften  purchase  m ortgages orig inating  and recorded by o ther 
le n d e rs , such  a s  mortgage com pan ies, th e se  recordings data  may not
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a c c u ra te ly  in d ic a te  th e  Im portance o f a  g iv en  ty p e  o f le n d e r  a s  th e  
u ltim a te  so u rce  o f m ortgage c re d i t .^
It i s  h e lp fu l to  exam ine th e  p la c e  o f sa v in g s  an d  lo an  a s s o c ia ­
tio n s  In  th e  n a t io n 's  hom e m ortgage fin an c in g  p ic tu re  befo re  go ing  to  
a  d is c u s s io n  o f th e  L ittle  Rock D is tr ic t .  T able XV sum m arizes th e  
sp e c if ic  d a ta  for a l l  hom e m ortgage reco rd in g s  o f $ 2 0 f 000 o r le s s  for 
th e  n a tio n  by ty p e  o f le n d e r  in  th e  p e rio d  1945-1959 .
S av in g s and  lo a n  a s s o c ia t io n s  o f th e  n a tio n  en jo y ed  a n  unpre­
ce d en te d  grow th in  m ortgage reco rd in g s  th roughou t th e  perio d  under 
c o n s id e ra tio n . M ortgage reco rd in g s  by  a l l  a s s o c ia t io n s  ro se  from 
$ 2 ,0 1 7  m illion  in  1945 to  $ 3 ,6 4 6  m illion  in  1949, o r 8 0 .7  p er c e n t .
The ra te  of in c re a s e  o f reco rd in g s  by  a l l  o th e r  in s t i tu t io n a l  le n d e rs , 
m utual sa v in g s  b an k s  (2 4 5 .6  p er c e n t) ,  com m ercial b an k s  (1 2 2 .9  per 
c e n t) ,  and  In su ra n ce  com pan ies (3 1 8 .4  p er c e n t) ,  w as  much g re a te r .
In th e  n ex t five  y e a r s ,  1949 -1954 , sa v in g s  and lo an  reco rd in g s  In ­
c re a s e d  from $ 3 ,6 4 6  m illion  to  $ 8 ,3 1 2  m illio n , a n  In c re a s e  o f 127 .9  
p er c e n t .  The r a te s  of grow th in  reco rd in g s  by o th e r in s t i tu tio n a l 
le n d e rs ,  1949-1954 , a re  a s  fo llow s: m utual sa v in g s  b a n k s , 100 .1  
per cen t; com m ercial b a n k s . 7 3 .3  p e r  cen t; an d  in su ra n c e  com pan ies 
6 9 .0  p er c e n t .  S av ings and  lo an  reco rd in g s  co n tin u ed  to  g ro w , r is in g
5 A more d e ta ile d  ex p lan a tio n  th e  e x a c t n a tu re  o f th e  s ta t i s t i c a l  
s e r ie s  may b e  found in  th e  "E xplanatory  N o te s"  s e c tio n  o f S av in as  and  
Home F inancing  S ource Book (W ashington: F edera l Home Loan Bank 
B oard, 1960), p p . 4 4 -4 7 .
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TABLE XV
HOME MORTGAGE RECORDINGS, $20 ,000  OR LESS, BY TYPE
OF LENDER, 1945-1959 
(In m llllonsaof d o lla rs )
M utual
Year






In su ran ce
C om panies
All O ther 
Lenders T otal
1945 2 ,017 217 1,097 250 2 ,0 6 9 5 ,6 5 0
1946 3 ,4 8 3 548 2 ,7 1 2 503 3 ,3 4 3 10,589
1947 3 ,6 5 0 597 3 ,0 0 4 847 3 ,6 3 1 11,729
1948 3 ,6 2 9 745 2 ,6 6 4 1,016 3 ,8 3 8 11,882
1949 3 ,6 4 6 750 2 ,4 4 6 1 ,046 3 ,9 4 0 11,828
1950 5 ,0 6 0 1,064 3 ,365 1 ,618 5 ,0 7 2 16,179
1951 5 ,2 9 5 1 ,013 3 ,3 7 0 1,615 5 ,1 1 2 16,405
1952 6 ,4 5 2 1,137 3 ,6 0 0 1 ,420 5 ,4 0 9 18,018
1953 7 ,3 6 5 1 ,327 3 ,6 8 0 1 ,480 5 ,8 9 5 19,747
1954 8 ,3 1 2 1,501 4 ,2 3 9 1 ,768 7 ,1 5 4 22 ,974
1955 10,452 1,858 5 ,6 1 6 1 ,932 8 ,6 2 6 28 ,484
1956 9 ,5 3 2 1,824 5 ,4 5 8 1 ,799 8 ,4 7 5 27 ,088
1957 9 ,2 1 7 1 ,430 4 ,2 6 4 1 ,472 8 ,8 6 1 24 ,244
1958 10,516 1 ,640 5 ,2 0 4 1 ,460 8 ,5 6 8 27 ,388
1959 13,094 1 ,780 5 ,8 3 2 1,523 10 ,006 32,235
PER CENT INCREASE
1945-49 8 0 .7 2 4 5 .6 122 .9 3 1 8 .4 9 0 .4 109 .3
1949-54 127 .9 100.1 7 3 .3 6 9 .0 8 1 .5 9 4 .2
1954-59 5 7 .5 18 .5 3 7 .5 -1 8 .9 3 9 .8 4 0 .3
1945-59 5 4 9 .1 7 2 0 .2 4 3 1 .6 5 0 9 .2 3 8 3 .6 4 7 0 .5
A.
SOURCE: F ederal Home Loan Bank Board
from $8 ,312  m illion to  $13#094 m illion In th e  1954-1959 period , an  
In c rease  of 5 7 .5  per c e n t. The ra te  of growth of record ings by 
a s so c ia tio n s  w as exceeded  only by th a t of in su rance  com panies (&I319 
per cent) in  th is  period , w ith  record ings of m utual sav ings banks 
Increasing  by 18.5  per cen t and  th o se  of com m ercial banks by 37*5 
per c e n t. In 1959, sav ings and lo an  recordings exceeded  th e ir  1945 
annual volume by $11,077 m illion , or 549 .1  per c e n t. This com pares 
w ith  th e  in c re a se s  of 720 .2  per cen t for mutual sav ings b an k s , 4 31 .6  
per cen t for com m ercial b an k s , and 5 0 9 .2  per cen t for in su rance  com ­
pan ies .
Table XVI sum m arizes th e  changes in  the  re la tiv e  p o sition  of th e  
various lenders in  th e  home mortgage m arket on a na tional b a s is  • The 
percen tage of to ta l  record ings accoun ted  for by sav ings and loan  a s s o ­
c ia tio n s  dec lined  from 3 5 .8  per cen t in  1945 to  3 0 .9  per cen t in  1949. 
The d ec lin e  in  th e  share accoun ted  for by sav ings and loan  a sso c ia tio n s  
is  in  marked co n tra s t to  th e  in c rease  in  the  p ercen tage  accounted  for by 
mutual sav in g s b an k s , com m ercial b an k s , and in su ran ce  com panies.
In th e  decade of th e  1950s, how ever, th e  share  accounted  for by 
sav in g s and loan  a s so c ia tio n s  ro se  alm ost 10 percen tage p o in ts , from 
3 1 .3  per cen t in  1950 to  4 0 .6  per cen t in  1959. The la t te r  is  th e  h ighest 
percen tage ach iev ed  by any m ortgagee in  th e  more th an  25 y ea rs  of the  
s ta t is t ic a l  s e r ie s  known a s  "M ortgages R ecorded ."
^S av inas and Loan F act Book (Chicago: U nited S ta te s  Savings 
and Loan L eague, 1960), p . 38 .
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TABLE XVI
PERCENTAGE DISTRIBUTION HOME MORTGAGE RECORDINGS, 
$ 2 0 ,0 0 0  OR LESS, BY TYPE OF LENDER, 1945-1959
Year











1945 3 5 .8 3 .8 19 .4 4 .4 3 6 .6 100 .0
1946 3 2 .9 5 .2 2 5 .6 4 .8 3 1 .5 100 .0
1947 3 1 .1 5 .1 2 5 .6 7 .2 3 1 .0 100 .0
1948 3 0 .5 6 .3 2 2 .4 8 .6 3 2 .2 100 .0
1949 3 0 .9 6 .3 2 0 .7 8 .8 3 3 .3 100 .0
1950 3 1 .3 6 .6 2 0 .8 10 .0 3 1 .3 100 .0
1951 3 2 .3 6 .2 20 .5 9 .8 3 1 .2 100 .0
1952 3 5 .8 6 .3 2 0 .0 7 .9 3 0 .0 100 .0
1958 3 7 .4 6 .7 1 8 .6 7 .5 2 9 .8 100 .0
1954 3 6 .2 6 .5 18.5 7 .5 3 1 .1 100 .0
1955 3 6 .7 6 .5 19 .7 6 .8 3 0 .3 1 0 0 .0
1956 3 5 .2 6 .7 20 .2 6 .6 3 1 .3 1 00 .0
1957 3 8 .0 5 .9 17 .6 6 .1 32 .4 1 00 .0
1958 3 8 .4 6 .0 1 9 .0 5 .3 3 1 .3 1 0 0 .0
1959 4 0 .6 5 .5 18.1 4 .7 3 1 .1 100 .0
SOURCE: F ederal Home Loan Bank Board
V
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* The sh are  of m ortgage reco rd ings acco u n ted  for by in su ran ce  
com panies ro se  s te a d ily  from 4 .4  per cen t in  1945 to  a peak  o f 10 .0  
per cen t in  1950, and d ec lin ed  th e re a fte r  to  4 .7  p er c e n t in  1959.
In  1945, com m ercial banks acco u n ted  for 1 9 .4  p er cen t o f to ta l  r e ­
co rd in g s . After reach ing  a  peak  of 2 5 .6  p er ce n t in  1947, com m ercial 
bank reco rd ings d ec lin ed  to  a  low of 1 7 .6  per cen t in  1957; th e ir  sh a re  
w as 18 .1  per c e n t In 1959. M utual sav in g  banks In c reased  th e ir  sh are  
o f reco rd ings from 3 .8  per ce n t In 1945 to  6 .3  p er cen t In 1948 and  
approxim ately  m aintained  th a t p ercen tag e  th e re a f te r .
T hus, in  th e  decad e  of th e  1950s, sav in g s  and  loan  a s so c ia tio n s  
in c re a se d  th e ir  sh are  of home m ortgage financing  a t  th e  ex p en se  of 
o th e r co m p e tito rs , such  a s  In su ran ce  co m p an ie s , m utual sav in g s 
b a n k s , and com m ercial b a n k s . By 1959 sav in g s and  loan  a s so c ia tio n s  
occup ied  a  predom inant p o s itio n  in  home m ortgage fin a n c in g , in  both 
ab so lu te  and  re la tiv e  te rm s , w ith  com m ercial banks a s  th e ir  n e a re s t 
c o m p e tito rs .
N inth D is tr ic t M ortgage R ecordings; A ggregate R ecordings
S ince  ag g reg a te  home m ortgage reco rd ings provide a  good m easure 
of th e  to ta l  m arket in  w hich  sav in g s and loan  a s s o c ia tio n s  o p e ra te , i t  i s  
Inform ative to  exam ine th e  ag g reg a te  volum e of home m ortgage reco rd ­
in g s  for th e  N inth D is tr ic t .  Table XVII g iv e s  a  breakdow n o f agg rega te  
nonfarm m ortgage reco rd ings of $ 2 0 ,0 0 0  or le s s  by F ederal Home Loan 
Bank D is tr ic ts .
TABLE XVII
ALL NONFARM MORTGAGE RECORDINGS, $20,000 OR LESS BY FHLB DISTRICTS, 1945-1959


























1945 5,650 430 627 404 570 685 318 523 360 311 245 1,551
1946 10,589 831 1,184 737 894 1,242 682 895 646 583 433 2,282
1947 11,729 872 1,191 746 1,060 1,345 790 946 670 682 483 2,616
1948 11,882 947 1,362 784 1,062 1,311 787 1,012 686 742 500 2,411
1949 11,828 955 1,323 751 1,335 1,252 786 1,012 720 791 573 2,330
1950 16,179 1,222 1,770 949 1,904 1,727 1,110 1,283 998 1,028 811 3,377
1951 16,405 1,216 1,718 1,035 2,073 1,572 1,054 1,283 963 1,105 854 3,352
1952 18,018 1,380 1,807 1,075 2,396 2,022 1,054 1,485 1,075 1,185 933 3,606
1953 19,747 1,565 2,030 1,559 2,450 2,170 1,214 1,710 1,176 1,332 957 3,986
1954 22,974 1,686 2,243 1,275 2,844 2,470 1,493 2,026 1,411 1,606 1,152 4,768
1955 28,484 2,014 3,738 1,498 3,461 3,057 1,906 2,385 1,681 1,948 1,386 6,411
1956 27,088 1,997 2,522 1,465 3,334 3,838 1,741 2,284 1,495 1,826 1,241 6,344
1957 24,244 1,602 2,169 1,315 3,154 2,608 1,558 1,951 1,304 1,711 1,087 5,785
1958 27,388 1,692 2,655 1,364 3,637 2,985 1,698 2,026 1,532 1,939 1,233 6,627
1959 32,235 
PER CENT INCREASE
1,889 2,917 1,611 4,337 3,382 1,876 2,295 1,708 2,314 1,416 8,489
1945-49 109.3 122.1 111.0 85.9 134.2 82.8 147.2 93.5 100.0 154.3 133.9 50.2
1949-54 94.2 76.5 69.5 69.8 113.0 97.3 89 .9 100.2 95.8 103.3 101.0 104.6
1954-59 40.3 12.0 30 .0 26.4 52.5 36.9 25.6 13.3 71.4 44.1 22.9 78.2
1945-59 1410.5 339.3 365.2 298.8 660.9 393.7 489.9 338.8 374.4 644.1 478.0 447.3
SOURCE: Federal Home Loan Bank Board
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The l i t t l e  Rock D is tr ic t had  an  unp receden ted  grow th in  to ta l  
reco rd ings in  th e  period  under s tu d y . R ecordings for a l l  m ortgagees 
of th e  L ittle  Rock D is tr ic t In c reased  from $311 m illion  in  1945 to  $791 
m illion  in  1949( or 154 .3  per c e n t.  This i s  a  g re a te r  p e rcen tag e  in ­
c re a s e  th an  th a t  for th e  n a tio n  (109 .3) or for any  o ther FHLB D is tr ic t .
In th e  period  1949 to  1954, reco rd ings in  L ittle  Rock grew  from $791 
m illion  to  $ 1 ,6 0 6  m illion , an  In c re a se  o f 103.3  per c e n t ,  a  ra te  w hich  
ex ceed ed  th e  n a tio n a l ra te  (9 4 .2  per cen t) for th e  1949-1954 p erio d , 
but w as s lig h tly  sm alle r th an  th e  1 1 3 .0  per c e n t for th e  G reensboro  
D is tr ic t and  th e  104 .6  per cen t for th e  S an  F ran c isco  D is tr ic t .  Re­
co rd ings in  th e  L ittle  Rock D is tr ic t ro se  from $ 1 ,6 0 6  m illion  in  1954 
to  $ 2 ,314  m illion in  1959, or 4 4 .1  p er c e n t .  Although exceed ing  th e  
n a tio n a l In c rea se  of 4 0 .3  p er c e n t,  th e  N inth D is tr ic t In c rease  of 4 4 .1  
p er c e n t w as le s s  th an  th e  5 2 .5  per cen t for G reen sb o ro , th e  7 1 .4  p e r cen t 
for th e  D es M o in es , and  th e  7 8 .2  per cen t for San F ra n c isc o . A ggregate 
reco rd ings in  L ittle  Rock for th e  fifteen  y e a rs ,  1945-1959, in c re a se d  by 
$ 2 ,0 0 3  m illio n , or 6 44 .1  per c e n t ,  a  p e rcen tag e  in c re a se  th a t  w as e x ­
ceed ed  n e ith e r by th e  n a tio n  nor by any o f th e  o th e r FHLB d i s t r i c t s .
T otal m ortgage reco rd in g s o f the L ittle  Rock D is tr ic t in  1959 
($2 ,314  m illion) w ere ex ceed ed  on ly  by th e  follow ing four d is t r ic ts :
New York ($2 ,917  m illion ), G reensboro  ($4 ,337  m illion), C in c in n a ti 
($3 ,382  m illion ), and San F ranc isco  ($8 ,489  m illion ). In c o n tra s t , 
ag g reg a te  reco rd ings o f th e  L ittle  Rock D is tr ic t ($311 m illion) su rp a sse d  
only  th e  Topeka D is tr ic t ($245 m illion) in  1945.
C h a n g e s  In  th e  r e la t iv e  p o s it io n s  o f th e  v a r io u s  FHLB d is t r ic t s  
in  th e  to ta l  hom e m ortgage m arket a re  show n in  T ab le  XVIII. L ittle  
Rock an d  o n e  o th e r  d i s t r i c t ,  G re e n sb o ro , show ed  a n  in c re a s e  in  th e ir  
r e la t iv e  p o s i t io n s  du rin g  th e  p e r io d  1 9 4 5 -1 9 5 9 , The L itt le  Rock 
D is tr ic t  a c c o u n te d  for 5 .5  p e r  c e n t o f  a l l  nonfarm  m ortgage re c o rd ­
in g s  o f  $ 2 0 ,0 0 0  o r  l e s s  in  1945 , 6*6 p e r  c e n t in  1949 , 6 .9  p e r  c e n t 
in  1954 , an d  7 .1  p e r  c e n t in  1959 . G re en sb o ro  a v e ra g e d  a p p ro x i­
m ate ly  19 p e r  c e n t o f to ta l  re c o rd in g s  b e tw e e n  1945 an d  1949 , an d  i t s  
s h a re  in c re a s e d  th e re a f te r  to  1 3 .4  p e r  c e n t in  1 959 . Four o f  th e  e le v e n  
FHIB d is t r ic t s  -  T o p ek a , D es M o in e s , C h ic a g o , a n d  In d ia n a p o lis  -  
m a in ta in ed  a  more c o n s is te n t  p e rc e n ta g e  o f to ta l  m ortgage re co rd in g s  
th a n  th e  o th e r  d i s t r i c t s .  The sh a re  o f  o n e  d i s t r i c t ,  C in c in n a t i ,  d e ­
c l in e d  from 1 2 .1  p e r  c e n t o f  to ta l  re c o rd in g s  in  1945 to  1 0 .5  p e r  c e n t 
in  1949 an d  rem a in ed  a lm o s t c o n s ta n t  th e r e a f te r .  The sh a re  of th re e  
d i s t r i c t s ,  B o s to n , N ew  Y ork, an d  P it ts b u rg h , rem a in ed  re la t iv e ly  c o n ­
s ta n t  a t  a p p ro x im a te ly  7 . 7 ,  1 1 .2 ,  an d  7 .0  p e r  c e n t ,  r e s p e c t iv e ly ,  in  
th e  p e r io d  1 9 4 5 -1 9 5 5 , b u t th e  a v e ra g e  fo r th e  f iv e  y e a rs  1955-1959  w a s  
som ew hat l e s s  th a n  th e  a v e ra g e  o f  th e  tw o  p re c e d in g  f iv e  y e a r  p e r io d s .  
S an  F ra n c is c o 's  s h a re  d e c lin e d  from  2 7 .5  p e r  c e n t  in  1945 to  1 9 .6  p e r  
c e n t  in  1949 . I t rem ain ed  a t  a p p ro x im a te ly  20 p e r  c e n t fo r  f iv e  y e a r s ,  
g ra d u a lly  in c re a s in g  a f te r  1955 to  2 6 .3  p e r  c e n t o f  to ta l  re c o rd in g s  in  
1959 .
W e h a v e  s e e n  th a t  s a v in g s  an d  lo a n  a s s o c ia t io n s  on  a  n a tio n a l 
b a s i s  in c re a s e d  th e i r  a b s o lu te  an d  r e la t iv e  p o s it io n  in  hom e m ortgage
TABLE XVm
PERCENTAGE DISTRIBUTION, BY FHLB DISTRICTS, ALL NONFARM MORGAGE RECORDINGS,


























1945 100.0 7 .6 11.1 7.1 10.1 12.1 5 .6 9 .3 6 .4 5 .5 4 .3 27.5
1946 100.0 7 .9 11.3 7 .0 8 .5 11.9 6.5 8 .5 6 .2 5 .6 4 .1 21.9
1947 100.0 7 .6 10.4 6 .5 9 .2 11.7 6 .9 8 .2 5 .8 5 .9 4 .2 22.9
1948 100.0 8 .1 11.7 6 .7 9 .1 11.2 6.7 8 .7 5 .9 6 .3 4 .3 20.7
1949 100.0 8 .0 11.1 6 .3 11.2 10.5 6 .6 8 .5 6 .0 6 .6 4 .8 19.6
1950 100.0 7.5 10.9 5 .8 11.7 10.6 6 .8 7 .9 6 .1 6.3 5 .0 20.8
1951 100.0 7 .4 10.4 6.3 12.6 10.6 6 .4 7 .8 5 .8 6.7 5 .2 20.4
1952 100.0 7 .6 10.0 6 .0 13.3 11.2 5 .8 8 .2 6 .0 6 .6 5 .2 20 .0
1953 100.0 7.9 10.2 7 .8 12.4 10.9 6 .1 8 .6 5 .9 6 .7 4 .8 20.1
1954 100.0 7 .3 9 .7 6 .0 12.3 10.7 7 .1 8 .8 6 .1 6 .9 5 .5 20.7
1955 100.0 7 .0 13.1 5 .2 12.1 10.7 6 .6 8 .3 5 .9 6 .8 4 .8 22.5
1956 100.0 7 .3 9 .3 5 .4 12.3 10.4 6 .4 8 .4 5 .5 6.7 4 .5 23.4
1957 100.0 6 .6 8 .9 5 .4 13.0 10.7 6 .4 8 .0 5 .3 7 .0 4 .4 23.8
1958 100.0 6 .1 9 .6 4 .9 12.8 10.8 6 .1 7 .3 5 .5 7 .0 4 .5 24.1
1959 100.0 5 .8 9 .0 4 .9 13.4 10.4 5 .8 7 .1 5 .2 7 .1 4 .4 26.9
SOURCE; Federal Home Loan Bank Board
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financing In  th e  period 1945-1959. There rem ains th e  ta sk  of charting  
and describ ing  th e  growth of home mortgage financing by sav ings and 
loan  a s so c ia tio n s  w ith in  th e  L ittle Rock D is tr ic t. Table XDC con ta in s 
d e ta iled  s ta t is t ic s  on th e  growth of sav ings and loan  nonfarm mortgage 
recordings of $20,000 or le s s  by FHIiJ d is t r ic ts ,  1945-1959.
In b rie f, Ninth D is tric t sav ings and loan  recordings ro se  from 
$113 to  $201 m illion 1945-1949, $201 to  $429 m illion 1949-1954, and 
$429 to  $785 m illion 1954-1959. The resp ec tiv e  percen tage in c re a se s  
w ere 7 7 .8 , 1 1 3 .4 , and 8 2 .9  per c e n t. S ig n ifican tly , th e  1949-1954 
percen tage in c rease  w as nearly  tw ice th a t for the  five y ea rs  im m ediately 
preceding and follow ing. The 7 7 .8  per cen t In crease  from 1945 to  1949 
com pares w ith  th e  8 0 .7  per cen t In crease  for aggregate  sav ings and loan  
record ings for th e  nation  and th e  154.3 per cen t In crease  in  aggregate 
recordings for a l l  m ortgagees in  th e  Ninth D is tr ic t . In th e  next five 
y e a rs , 1949-1954, th e  re la tio n sh ip  w as rev e rse d . The ra te  of in c rease  
in  n a tio n a l mortgage recordings of sav ings and loan  a s so c ia tio n s  (127.9  
per cen t) and aggregate D is tric t recordings for a ll  m ortgagees (109 .3  
per cent) w as near th a t, fo r L ittle  Rock sav in g s and loan  a s so c ia tio n s  
(113.4  per c e n t) . During th e  la s t  five y e a rs ,  1954-1959, of th e  period 
being s tu d ied , th e  8 2 .9  per cen t In crease  In Ninth D istric t recordings 
by a s so c ia tio n s  g rea tly  exceeded  th e  5 7 .5  per cen t for the  n a tio n 's  
a s so c ia tio n s  and th e  4 4 .1  per cen t for a l l  m ortgagees of th e  Ninth 
D is tr ic t. Over th e  en tire  period , 1945-1959, mortgage record ings by 
N inth D is tr ic t sav ings and loan  a s so c ia tio n s  Increased  by $672 m illion .
TABLE XIX
*
SAVINGS AND LOAN ASSOCIATIONS NONFARM MORTGAGE RECORDINGS, 
$20,000 OR LESS BY FHLB DISTRICT, 1945-1959 
























1945 2,017 155 163 155 208 382 117 231 124 113 107 254
1946 3,483 284 293 253 323 644 230 399 208 186 174 427
1947 3,650 287 299 246 344 677 223 408 221 178 171 493
1948 3,629 302 339 270 334 623 208 424 226 183 163 476
1949 3,646 293 325 248 384 589 198 430 233 201 180 563
1950 5,060 361 439 316 574 781 294 560 339 266 243 886
1951 5,295 346 477 358 677 817 311 588 325 282 255 859
1952 6,452 402 574 405 890 1,027 353 718 384 305 299 1,097
1953 7,365 473 606 484 956 1,031 441 934 433 374 319 1,212
1954 8,312 492 655 525 1,058 1,228 487 1,101 530 429 389 1,416
1955 10,452 573 850 628 1,344 1,543 586 1,287 618 571 493 1,959
1956 9,532 506 746 611 1,230 1,395 543 1,202 548 487 390 1,876
1957 9,217 411 683 579 1,236 1,347 507 1,070 531 539 347 1,966
1958 10,516 459 847 572 1,472 1,523 578 1,555 631 643 436 2,199
1959 13,094 522 965 722 1,825 1,723 698 1,413 727 785 538 3,175
PER CENT INCREASE
1945-49 80.7 89 .0 99.3 60 .0 84 .6 53.7 69.2 86.1 07.9 77.8 68.2 121.6
1949-54 127.9 67.9 101.5 111.6 175.5 108.4 145.9 132.7 127.4 113.4 116.1 151.5
1954-59 57.5 6 .0 47.3 37.5 72.4 11.6 43.3 28.3 17.6 82 .9 38.3 124.2
1945-59 549.1 236.7 492.0 365.8 777.4 351.0 496.5 511.6 486.3 594.6 402.8 1,150.0
^Savings and Loan only for United S ta te s .
2 D istric t only, savings and loan a sso c ia tio n s . 
SOURCE: Federal Home Loan Bank Board
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or 5 9 4 .6  p er c e n t.  This p e rcen tag e  in c re a se  w as som ew hat g rea te r  than  
for th e  n a tio n 's  a s so c ia tio n s  (549 .1  p er cen t) and g rea te r  th an  any of 
th e  o ther FHLB d is t r ic t s , but su b s ta n tia lly  le s s  th an  th a t for San 
F ran c isco  (1 ,1 5 0 .0  per cen t) and  G reensboro  (777 .4  p e r c e n t) . In th e  
w hole period 1945-1959, reco rd ings of th e  N inth D is tr ic t sav in g s  and 
lo an  a s so c ia tio n s  in c re a se d  le s s  rap id ly  (594 .6  per cen t) th an  th e  re ­
cord ings o f a l l  D is tr ic t m ortgagees (644.1  per cen t); b u t, in  th e  la s t  
te n  y ea rs  of th e  perio d , th e  reco rd ings of th e  D is tr ic t a s s o c ia tio n s  in ­
c re a se d  much more rap id ly  (195.1  p er cen t) th an  ag g reg a te  D is tr ic t 
reco rd ings (125 .1  per c e n t) .
The re la tiv e  p o s itio n s  among th e  various FHLB d is tr ic ts  in  nonfarm 
m ortgage reco rd ings of $20 ,000  or l e s s ,  1945-1959 are  show n in  
Table XX. The sh a re  o f to ta l sav in g s and lo an  reco rd ings acco u n ted  for 
by th e  a s so c ia tio n s  of th e  L ittle  Rock D is tr ic t f lu c tu a ted  w ith in  a range 
of 1 .7  p ercen tag e  po in ts In th e  period  1945-1959, ranging from a  low of 
4 #4 per cen t in  1951 to  a  high of 6 .1  per cen t In 1958. The L ittle  Rock 
D is tr ic t a s s o c ia tio n s  av erag ed  approxim ately  5 .2  per cen t of aggregate  
sav in g s and  loan  reco rd ings in  th e  period  1945-1949 , approxim ately  4 .8  
p er cen t from 1949 to  1955, and  about 5 .6  p er cen t from 1956 to  1959. 
The a s s o c ia tio n s  of only tw o o th e r d is tric t* , San  F ran c isco  and 
G reen sb o ro , s ig n ific an tly  in c re a se d  th e ir  re la tiv e  p o s itio n  in  sav in g s  
and  loan  home m ortgage f in an c in g . San F ran c isco  accoun ted  for alm ost
12 .5  per c e n t in  1945 and in c re a se d  i t s  sh a re  th e re a fte r  to  about 2 4 .2  
p er cen t in  1959. G reensboro  averaged  approxim ately  10 per cen t during
TABLE XX
PERCENTAGE DISTRIBUTION NONFARM MORTGAGE RECORDINGS SAVINGS AND LOAN ASSOCIATIONS


























1945 100.0 7 .6 7 .0 7 .6 10.3 18.9 5 .8 11.4 6.1 5 .6 5 .3 12.5
1946 100.0 8 .1 8 .4 7 .2 9 .2 18.4 6 .6 11.4 5 .9 5.3 4 .9 12.2
1947 100.0 7 .8 8 .2 6.7 9 .4 18.5 6 .1 11.1 6 .0 4 .8 4 .6 13.5
1948 100.0 8 .3 9.3 7 .4 9 .2 17.1 5 .7 11.6 6.2 5 .0 4 .4 13.1
1949 100.0 8 .0 8 .9 6.8 10.6 16.1 5 .4 11.7 6.3 5 .5 4 .9 15.4
1950 100.0 7.1 8 .6 6.2 11.3 15.4 5.8 11.0 6.6 5.2 4 .8 17.5
1951 100.10 6.5 9 .0 6.7 12.7 15.4 5 .8 11.1 6.1 4 .4 4 .8 16.2
1952 100.0 6 .2 8 .9 6.3 13.8 15.9 5.5 11.1 6 .0 4.7 4 .6 17.0
1953 100.0 6 .4 8 .2 6.5 12.9 13.9 5.9 12.6 5 .8 5 .0 4 .3 16.4
1954 100.0 5.9 7.8 6.3 12.7 14.7 5.8 13.2 6.3 5.1 4 .6 17.0
1955 100.0 5 .4 8 .1 6 .0 12.8 14.7 5 .6 12.3 5 .9 5 .4 4 .7 18.7
1956 100.0 5 .3 7.8 6 .4 12.9 14.6 5 .6 12.6 5 .7 5.1 4 .0 19.6
1957 100.0 4 .4 7.4 7.4 13.4 14.6 5 .5 11.6 5 .7 5.8 3.7 21.3
1958 100.0 4 .3 8 .0 5 .4 13.9 14.4 5 .4 14.7 6 .0 6.1 4 .1 20.9
1959 100.0 3 .9 7.3 5.5 13.9 13.1 5.3 10.7 5 .5 5 .9 4 .1 24.2
1■— — ~ ^ ■I. , .  —  - i  — i—  ...............................— — — — —
^Saving and loan associations are ftated as a percentage of a ll lending. The various d istric ts are 
stated as a percentage of to ta l savings and loan mortgage recordings.
SOURCE: Federal Home Loan Bank Board
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1945-1949 an d  In c re a se d  I ts  sh a re  th e re a f te r ,  av e rag in g  a lm o st 13 .5  
p e r  c e n t In  th e  p e rio d  1955-1959 . Two d is t r i c t s ,  B oston  an d  C in c in n a ti ,  
ex p e rien c e d  a  s ig n if ic a n t d im inu tion  o f  th e ir  re la tiv e  p o s it io n . The 
re la tiv e  p o s it io n  o f th e  o th e r d is t r ic ts  rem ained  ap p rox im ate ly  th e  sam e 
th roughout th e  perio d  1 9 45-1959 .
M ortgage R ecord ings by  M ortgagee : N in th  D is tr ic t
T able XXI g iv e s  a  som ew hat b e t te r  p e rsp e c tiv e  on  th e  a b so lu te  
grow th p a tte rn  o f home m ortgage fin an c in g  by  D is tr ic t N ine sa v in g s  and 
lo a n  a s s o c ia t io n s ,  by com paring th e  b eh av io r of nonfarm  m ortgage r e ­
c o rd in g s , $ 2 0 ,0 0 0  or l e s s ,  of th e  m ajor co m p etito rs  in  th e  D is tr ic t:  
sa v in g s  and  lo an  a s s o c ia t io n s ,  in su ra n c e  co m p an ie s , com m ercial b a n k s , 
m utual sa v in g s  b a n k s , in d iv id u a l and  o th e r  m isce llan e o u s  m o rtg ag ees . 
S ta t i s t ic s  p re se n te d  fo r th e s e  v a rio u s  m ortgagees In c lu d e  th e  en tire  
volum e o f m ortgage reco rd in g s  of $ 2 0 ,0 0 0  or l e s s  w ith in  th e  L ittle  Rock 
D is tr ic t ,  1945 -1959 .
All m ortgagees p a r tic ip a te d  in  th e  v a s t  grow th o f hom e m ortgage 
f in a n c in g , 1 9 4 5 -1 9 5 9 . In  a b so lu te  te rm s , sa v in g s  and  lo an  a s s o c ia ­
tio n s  w ere  th e  m ost s ig n if ic a n t s in g le  in s t i tu tio n a l m ortgagee in  hom e 
m ortgage f in an c in g  during  th e  perio d  in  th e  L ittle  Rock D is tr ic t .
D is tr ic t  a s s o c ia t io n s  ex h ib ited  a  7 7 .8  p e r  c e n t In c re a s e  in  reco rd in g s  
in  th e  p e rio d  1 9 4 5 -1 9 4 9 . This i s  in  c o n tra s t to  an  in c re a s e  of 3 0 8 .8  
p e r  c e n t for In su ra n ce  co m p a n ie s , 1 6 0 .0  per c e n t for com m ercial b a n k s ,
6 6 .0  p e r c e n t fo r in d iv id u a ls , and  4 6 4 .9  p er c e n t for " o th e r s ." D uring
TABLE XXI
ALL NONFARM MORTGAGE RECORDINGS, $20,000 OR LESS, LITTLE ROCK DISTRICT, 1945-1959
(In m illions of dollars)
Year _
S and L 
Assns
In s .






D is t. 9 
All 
Lenders
U . S . 
All 
Lenders
1945 113 34 30 97 37 311 5,650
1946 186 72 64 150 111 583 10,589
1947 178 122 73 152 157 682 11,729
1948 183 150 75 162 171 742 11,882
1949 201 139 78 161 209 791 11,828
1950 266 183 101 182 295 1,028 16,179
1951 282 191 105 203 325 1,105 16,405
1952 305 174 118 242 345 1,185 18,018
1953 374 175 144 259 380 1,332 19,747
1954 429 218 176 13 257 526 1,606 22,974
1955 571 246 224 61 268 639 1,948 28,484
1956 487 260 227 271 581 1,826 27,088
1957 539 206 191 82 304 471 1,711 24,244
1958 643 203 228 41 297 567 1,939 27,388
1959 785 222 287 65 318 701 2,314 32,235
PER CENT INCREASE
1945-49 77.9 308.8 160.0 66 .0 464.9 154.3 109.3
1949-54 113.4 56.8 125.6 59.6 151.7 103.0 94 .2
1954-59 83 .0 1.8 63.1 23.7 133.0 44.1 40 .3
1945-59 594.7 552.9 8S6.7 227.8 1 ,794 .6 644.0 470.5
SOURCE: Federal Home Loan Bank Board
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th e  period  1949-1954, D is tr ic t sav in g s  and loan  record ings su rp assed  
a l l  o th e rs , ex cep t com m ercial b a n k s , w ith  an  In c rea se  of 113 .4  per 
c e n t ,  a s  com pared to  an  In c rease  of 5 6 .8  per cen t for In su rance  
co m p an ies , 125 .6  per c e n t for com m ercial b a n k s , 5 9 .6  per cen t for 
In d iv id u a ls , and  151 .7  per cen t for " o th e r s ." R ecordings by D is tr ic t 
a s s o c ia t io n s .  In c reas in g  more rap id ly  th an  o ther in s titu tio n a l com­
p e ti to r s , grew  by 8 3 .0  per cen t In th e  period  1954-1959, a s  com pared 
w ith  an  in c re a se  of 1 .8  per cen t for in su ran ce  co m p an ies, 6 3 .1  per 
cen t for com m ercial b a n k s , 2 3 .7  p er ce n t for in d iv id u a ls , and  133 .0  
per cen t for " o th e rs ."  For th e  w hole period 1945-1959 , record ings by 
D is tr ic t N ine a s so c ia tio n s  in c re a se d  by $672 m illion or 5 9 4 .7  per c e n t, 
a s  com pared w ith  an in c re a se  o f approxim ately  $188 m illion , o r 5 5 2 .9  
per c e n t ,  for In su ran ce  com panies; $257 m illion , o r 8 5 6 .7  per c e n t, 
for com m ercial banks; $211 m illion , or 227 .8  per c e n t,  for Ind iv iduals; 
$664 m illion , or 1 ,7 9 4 .6  per c e n t ,  for "o th e rs" ; and 6 4 4 .0  per cen t for 
a l l  le n d e r s .
T able XXII g iv e s  th e  p ercen tag e  d is trib u tio n  of a l l  non farm 
m ortgage reco rd ings of $ 2 0 ,0 0 0  or le s s  for th e  L ittle  Rock D is tr ic t ,  
1945-1959 .
N inth  D is tr ic t sa v in g s  and lo an  a s so c ia tio n s  accoun ted  for abou t 
th e  sam e p ercen tag e  of to ta l  reco rd ings a t th e  beginn ing  and end of th e  
period  being  a n a ly z e d . They acco u n ted  for 3 6 .4  per c e n t o f D is tr ic t r e ­
co rd ings In 1945. The proportion  d ec lin ed  th e re a fte r  to  an  average  of 
approxim ately  25 p er c e n t in  1948-1949 . The la tte r  p ercen tag e  rem ained
TABLE XXH
PERCENTAGE DISTRIBUTION ALL NONFARM MORTGAGE RECORDINGS, $20,000 OR LESS
IiTTLE ROCK DISTRICT, 1945-1959
Year
All S and L In s . Comm'l 




D istrict 9 
D istric t 9 S and L as 
a s  a  % of a % of U . S . 
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Trust Departments of Commercial Banks, Pension Funds, Philanthropic and Educational In stitu tions, 
Fraternal and Beneficial O rganizations, C asualty  and Fire Insurance Com panies, Real E state and 
Mortgage Com panies.
SOURCE: Federal Home Loan Bank Board
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re la tive ly  stab le  through 1954; afte r 1954, how ever, sav ings and loan 
a sso c ia tio n s  averaged approxim ately 30 .8  per cen t of to ta l D istric t Re­
cordings , accounting for 33 .9  per cen t in 1959, the  h ighest percentage 
since  1945.
There are only two o ther s ign ifican t In stitu tio n a l com petitors— 
insurance com panies and commercial banks—In home mortgage financ­
ing In the L ittle Rock D is tr ic t. The behavior of th e  share of recordings 
accounted for by insurance com panies w as In marked co n s tra st to  tha t 
of savings and loan a s so c ia tio n s . Insurance com panies tended  to  
in c rease  th e ir re la tiv e  position  during the  period 1945-1952, w hile 
savings and loan a sso c ia tio n s  tended to  experience a  dim inution of 
th e ir  re la tive  position  in  th e se  y e a rs . In th e  period 1945-1949, Insur­
ance com panies accounted for an average of about 15.7 per cent of to ta l 
record ings. They accounted for 15.4 per cen t during 1950-54, but for 
only 11.7 per cent In th e  1955-59 period . Their re la tiv e  share declined  
from a high of 20 .2  per cen t in  1948 to  a low of 9 .5  per cen t in  1959. 
Commercial banks accounted for an average of about 10 per cen t of 
to ta l d is tric t recordings through the  period under co nsidera tion , rising  
from 9 .6  per cen t in  1945 to  11 .0  per cen t in  1946. Their share d e­
clined  thereafter to  a low of 9 .5  per cen t in  1951; after 1951, th e  per­
cen tage accounted for by commercial banks tended upward, reaching 
12.4 per cen t in  1959.
The percentage of to ta l mortgage recordings accounted  for by 
ind iv iduals showed a marked tendency to  d ec lin e , falling from 31 .2
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per cen t in  194S to  a low of 13 .7  per cen t In 1957. H ow ever, by 1959 
ind iv id u a ls  accounted  for only 13 .7  per cen t of to ta l D is tr ic t reco rd ­
in g s . The percen tage accoun ted  for by " o th e r s ,11 in  c o n tra s t, ro se  
from 11 .0  per cen t o f to ta l recordings in  1945 <to 32 .6  per cen t in  1955. 
T hereafter, th e  percen tage dec lined  to  27 .5  per cen t of to ta l recordings 
in  1957, and th en  in c reased  to  3 0 .2  per cen t in  1959. If ind iv iduals 
and "o thers"  are  com bined in to  a m iscellaneous ca teg o ry , they  a c ­
counted for a re la tiv e ly  s ta b le  percen tage of to ta l record ings in  th e  
period 1945-1959.
M ortgage D ebt O utstanding
C lo se ly  a llie d  w ith  mortgage record ings is  th e  growth of home 
mortgage debt o u ts tan d in g . As su g g ested  by th e  growth of reco rd in g s , 
sav ings and loan  a s so c ia tio n s  accoun ted  for an  in c reased  amount and 
percen tage  of home mortgage debt ou tstanding  in  th e  period 1945-1959.
D eta iled  s ta t is t ic s  on  mortgage debt ou tstand ing  for 1-4 family 
nonfarm hom es in  the  U nited S ta te s , 1945-1959, are  con tained  in  
Table XXIII. The amount o f such debt accounted  for by sav ings and loan  
a s so c ia tio n s  of th e  nation  in c reased  from $5 ,156  m illion in  1945 to  
$ ftl,1 1 7  m illion in  1949, or 113.4  per c e n t, a percen tage somewhat 
g rea te r th an  th e  102.1 per cen t for to ta l mortgage deb t of th e  nation  
and th e  7 8 .9  per cen t for m utual sav ings b an k s , but far le s s  than  th e  
175.9  per cen t for com m ercial banks end th e  165.2 per c e n t for in su r­
ance com pan ies. In th e  nex t five y e a rs , 1949-1954, mortgage debt
TABLE XXIII
HOLDINGS OF MORTGAGE DEBT OUTSTANDING, 1-4 FAMILY NONFARM HOMES, U . S . ,  1945-1949














1945 18,591 5,156 2,306 1,894 2,875 852 .007 5,501
1946 23,034 6,840 2,545 2,033 4,576 636 .006 6,398
1947 28,199 8,475 3,497 2,283 6,303 486 .004 7,151
1948 33,279 9,841 4,943 2,835 7,396 369 .198 7,697
1949 37,619 11,117 6,093 3,364 7,956 231 .806 8,052
1950 45,170 13,116 8,478 4,312 9,481 10 1,328 8,445
1951 51,711 14,844 10,610 5,331 10,275 1,818 8,833
1952 58,500 17,645 11,757 6,194 11,250 2,210 9,444
1953 66,094 20,999 13,195 7,373 12,025 2,358 10,144
1954 75,677 25,004 15,153 9,002 13,300 2,328 10,890
1955 88,250 30,001 17,661 11,100 15,075 2,444 11,969
1956 99,037 34,004 20,130 12,990 16,245 2,866 12,802
1957 197,617 37,996 21,441 14,110 16,385 3,777 13,908
1958 117,686 42,890 22,374 15,640 17,628 3,580 15,574
1959 131,144 49,727 23,622 16,868 19,240 4,938 16,749
PER CENT INCREASE
1945-49 102*1 113.4 165.2 78.9 175.9 11,414.2 45.4
1950-54 67.4 90.8 78.8 109.3 40 .0 76 .9 29.7
1955-59 48.6 65.6 33.3 50.4 27.1 104.1 39.1
1945-59 604.8 855.7 926.0 778.9 562.0 203.6
SOURCE: Housing S ta tis tic s : Housing S ta tis tic s  H istorical Supplement: Housing In the Economy. 
Housing and Home Finance Agency.
h eld  by sav in g s and lo an  a s s o c ia tio n s  ro se  from $11 ,117  m illion to  
$25 ,004  m illion , an  in c re a se  of 9 0 .8  per c e n t.  For th e  sam e p erio d , 
a l l  co m p etito rs , e x c ep t m utual sa v in g s  b a n k s , show ed a  much slow er 
growth of m ortgage h o ld in g s , th e  com parative In c re a se s  being  6 7 .4  
per c e n t for to ta l  m ortgage d eb t, 7 8 .8  per cen t for life  In su rance  
co m p an ies , 109.3  per ce n t for m utual sav in g s b a n k s , and 4 0 .0  per 
c e n t for com m ercial b a n k s . In th e  fin a l five  y ea rs  of th e  period  being 
s tu d ie d , 1954-1959, sa v in g s  and  loan  ho ld ings of m ortgage deb t o u t­
stan d in g  grew from $25 ,004  m illion  to  $49 ,727  m illion , or 6 5 .5  per 
c e n t .  The la t te r  p e rcen tag e  s u rp a s s e s  th e  in c re a se  of 4 8 .6  per cen t 
for to ta l  m ortgage d e b t, 3 3 .3  p er cen t for th e  ho ld ings of In su rance  
co m p an ies , 5 0 .4  per cen t for m utual sav in g s b a n k s , and  2 7 .1  per cen t 
for com m ercial b a n k s . For th e  f if teen  y ea r period  1945-1959, sav in g s 
and  loan  ho ld ings of m ortgage deb t ou tstan d in g  In c reased  by 8 5 5 .7  per 
c e n t,  su rp ass in g  th o se  of a l l  com petito rs ex cep t in su ran ce  co m p an ies . 
The com parative in c re a se s  a re  6 04 .8  per cen t for to ta l  m ortgage d e b t, 
and  9 2 6 .0  per cen t for life  in su ran c e  co m p an ie s , 7 7 8 .9  per cen t for 
m utual sav in g s b a n k s , and  5 6 2 .0  per c e n t for com m ercial b a n k s .
Table XXIV show s th e  p e rcen tag e  d is trib u tio n  of m ortgage deb t 
o u tstan d in g  on 1-4  fam ily nonfarm  hom es o f $ 2 0 ,0 0 0  o r l e s s ,  1945- 
1959, for th e  n a tio n . The share  of su ch  deb t ow ned by sav in g s and 
lo a n  a s s o c ia tio n s  w as 2 7 .8  p e r c e n t In  1945 and 3 7 .9  per cen t In 1959, 
averag in g  approxim ately  2 9 .3  per cen t during 1945-1949 , 3 0 .1  per cen t 
during 1950-1954, and  3 5 .6  per c e n t during th e  period  1955-1959 .
TABLE XXIV
PERCENTAGE DISTRIBUTION 
HOLDINGS OF MORTGAGE DEBT OUTSTANDING, 
1-4 FAMILY NONFARM HOMES, U .S .  1945-1959
life  Mutual
S and L In s . Savings Comm'l Individuals
Year Total As a w C e s . Banks Banks HOLC FNMA and Others
1945 100.0 27.8 12.2 10.2 15.5 4 .6 29.6
1946 100.0 29.7 11.2 8 .8 19.8 2 .8 27.3
1947 100.0 30.1 12.3 8 .1 22.4 1.7 25.4
1948 100.0 29.6 14.8 8 .5 22 .2 1.1 0 .6 23.2
1949 100.0 29.6 15.9 9 .0 21.2 0 .6 2.2 21.5
1950 100.0 29.1 18.6 9 .6 21.0 3 .0 18.7
1951 100.0 28.5 20.9 10.3 19.8 3.5 17.0
1952 100.0 30.0 20.4 10.6 19.1 3.8 16.1
195* 100.0 31.9 19.9 11.2 18.3 3 .6 15.3
1954 100.0 33.0 20.0 11.9 17.6 3.1 14.4
1955 100.0 34.0 20.0 12.6 17.1 2 .8 13.5
1956 100.0 34.4 20.3 13.1 16.4 2.9 12.9
1957 100.0 35.3 19.9 13.1 15.2 3.5 13.0
1958 100.0 36.5 19.0 13.3 15.0 3 .0 13.2
1959 100.0 37.9 18.0 12.8 14.7 3 .8 12.8
SOURCE: Derived from Table XXHI
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l i f e  In su ran ce  com panies owned a  sm alle r but a n  in c re as in g  sh a re , 
ranging  from 12 .2  p er cen t to ta l  m ortgage d eb t in  1945 to  1 8 .0  per 
cen t in  1959 and averag ing  about 13 .2  per cen t during 1945-1949,
19 .8  per c e n t during 1950-1954, and 1982 p er cen t in  th e  period  1955- 
1959. The per cen t of deb t held  by m utual sav in g s  banks w as  even  
sm a lle r, but in c re a se d  from 10.2  p er cen t in  1945 to  12 .8  p er cen t in  
1959, averaging  about 9 .0  per c e n t during 1945-1949, 10 .7  per cen t 
during 1950-1954, and 12 .9  p e r c e n t  in  th e  period  1955-1959. The 
sh a re  o f m ortgage deb t owned by com m ercial banks ro se  from 15.5  per 
c e n t in  1945 to  a  high of 2 2 .4  p er cen t in  1947 and g rad u ally  d ec lin ed  
to  14 .7  p er cen t in  1959, a low for th e  p e rio d . Banks averaged  about 
20 .2  per cen t during 1945-1949, 19 .1  p er cen t during 1950-1954 and
1 5 .6  per cen t in  th e  period  1955-1959 . The ow nership  o f m ortgage 
debt by in d iv id u a ls  d ec lin ed  co n tin u a lly  from a  high of 2 9 .6  per cen t 
in  1945 to  a  low  of 12 .8  per c e n t in  1959. T hus, th e  ab so lu te  and re la ­
tiv e  p o s itio n  of th e  a s s o c ia tio n s  of th e  n a tio n  in  m ortgage d eb t w as 
g rea te r  in  1959 th an  1945.
M ortgage Debt^ N inth D is tr ic t S av in as and lo a n  A sso c ia tio n s
The breakdow n o f member a s s o c ia t io n 's  ho ld ings o f m ortgage deb t 
by FHLB d is t r ic ts ,  1945-1959, i s  show n in  T able XXV. F irs t m ortgage 
lo an s o u tstand ing  held  by th e  N inth D is tr ic t a s s o c ia tio n s  in c re a se d  
more rap id ly  th a n  th o se  for a l l  a s s o c ia tio n s  of th e  n a tio n  in  th e  period  
being s tu d ie d . M ortgage deb t h e ld  by N inth D is tr ic t a s s o c ia tio n s  ro se
TABLE XXV



























1945 18,591 4,823 529 527 338 599 812 257 489 266 234 182 588
1946 23,034 6,487 635 722 446 854 1,049 361 674 370 324 255 798
1947 28,199 8,073 736 894 539 1,120 1,269 456 864 4 4 t 405 313 1,029
1948 33,279 9,439 854 1,082 610 1,278 1,442 533 1,028 518 482 371 1,239
1949 37,619 10,683 947 1,239 680 1,417 1,585 597 1,181 590 560 525 1,461
1950 45,170 12,660 1,047 1,514 811 1,669 1,810 709 1,432 716 669 500 1,785
1951 51,711 14,600 1,141 1,835 915 1,961 2,050 819 1,659 868 764 558 2,030
1952 58,500 17,410 1,279 2,194 1,083 2,401 2,368 956 1,968 1,033 912 676 2,540
1953 66,094 20,859 1,464 2,546 1,288 2,951 2,721 1,144 2,426 1,268 1,113 823 3,115
1954 75,677 24,955 1,669 2,965 1,508 3,550 3,135 1,346 2,957 1,549 1,375 1,011 3,891
1955 88,250 30,201 1,877 3,597 1,808 4,317 3,714 1,586 3,625 1,888 1,712 1,257 4,820
1956 99,037 34,495 2,046 4,068 2,074 4,964 4,156 1,794 4,223 2,143 1,949 1,403 5,676
1957 107,617 38,686 2,173 4,482 2,299 5,560 4,582 2,004 4,750 2,385 2,231 1,545 6,674
1958 117,686 44,130 2,327 5,029 2,550 6,358 5,111 2,252 5,469 2,775 2,625 1,759 7,876
1959 131,144 51,528 2,537 5,746 2,900 7,475 5,746 2,594 6,373 3,240 3,103 2,042 9,771
PER CENT INCREASE
1945-49 102.4 95.7 79 .0 135.1 101.2 136.6 95 .2 132.3 141.5 121.8 139.3 188.5 148.5
1949-54 101.2 164.4 76 .2 139.3 121.8 150.5 97.8 125.5 150.4 162.5 145.5 92.6 166.3
1954-59 41.2 110.5 52 .0 93.8 92.3 110.6 83.3 92.7 115.5 109.2 125.7 102.0 151.1
1945-59 605.4 968.4 379.6 990.3 758.0 1,147.9 607.6 626.6 1,203.3 1,118.0 1,226.1 1,022.0 1^61.7
* Total mortgage debt, 1-4 family nonfarm homes a ll mortgages.
2First mortgage loans outstanding as  of December 31st of each year, FHLB members.
SOURCE: Federal Home Loan Bank Board.
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from $234 m illion  in  1945 to  $560 m illion  in  1949, an  in c re a se  of 139 .3  
per c e n t .  This p e rcen tag e  In c re a se  w as  g re a te r  th a n  for a l l  a s s o c ia ­
tio n s  of th e  n a tio n  (95 .7  p er cen t) or for any o f th e  o th e r FHLB d is t r ic ts ,  
ex d ep t C h icago  (141 .5  per c e n t) , Topeka (188 .5  p er c e n t) , and  San 
F ran c isco  (148 .5  per c e n t) . From 1949 to  1954, m ortgage deb t owned 
by N inth D is tr ic t a s s o c ia tio n s  grew  from $560 m illion  to  $ 1 ,375  m illion , 
or 145.5  per c e n t .  For th e  sam e p e rio d , th e  p e rce n tag e  in c re a se  in  
m ortgage deb t h e ld  by th e  n a t io n 's  a s s o c ia tio n s  (164 .4  p er cen t) w as 
g re a te r  th an  in  L ittle  R ock, but th e  145.5 per c e n t in c re a se  in  L ittle  
Rock w as  g re a te r  th a n  any of th e  o th e r FHLB d is tr ic ts  ex cep t G reensboro  
(150 .5  per c e n t) , C h icago  (150 .4  per c e n t) , D es M oines (162 .5  per 
c e n t) , and  San F ran c isco  (166 .3  p er c e n t) . In th e  fin a l five y e a rs , 
1954-1959 , of th e  period  being a n a ly z e d , m ortgage deb t ou tstand ing  
he ld  by N inth D is tr ic t a s s o c ia tio n s  ro se  from $ 1 ,375  m illion  to  
$ 3 ,103  m illion , o r 125 .7  per c e n t ,  a  ra te  o f growth g re a te r  th an  for 
a l l  a s s o c ia tio n s  of th e  n a tio n  (110 .5  p er c e n t) , and  g rea te r  th an  any 
o f th e  o th e r FHIB d is tr ic ts  ex cep t San F ran c isco  (151 .1  p er c e n t) .
During th e  en tire  p e rio d , 1945-1959 , m ortgage deb t ow ned by N inth 
D is tr ic t sa v in g s  and  lo an  a s s o c ia tio n s  in c re a se d  by approxim ately  
$ 2 ,8 6 9  m illio n , or 1 ,2 2 6 .1  p er c e n t .  This p ercen tag e  in c re a se  su b ­
s ta n tia l ly  su rp a sse d  th e  n a tio n a l in c re a se  (96 8 .4  p er cen t) and  each  of 
th e  o th e r FHLB d is tr ic ts  ex cep t San  F ran c isco  (1 ,5 6 1 .7  per c e n t) . In 
d o lla r volum e o f m ortgage deb t h e ld , th e  N inth D is tr ic t a s s o c ia tio n s  
ranked  te n th  in  1945 and  sev en th  in  1959 among th e  e lev en  FHLB d is t r ic ts .
Table XXVI show s th e  p ercen tage  d is trib u tio n  of f irs t mortgage 
lo an s held  by FHIB member sav in g s and loan  a s s o c ia tio n s , 1945-1959. 
N inth D istric t a s so c ia tio n s  owned only 4 .8  per cen t of to ta l mortgage 
lo an s ou tstand ing  in  1945, but accoun ted  for 6 .0  per cen t in  1959.
Only th ree  o ther FHIB d is tr ic ts  apprec iab ly  in c re ased  th e ir  re la tiv e  
p osition  in  the  ow nership of mortgage deb t in  th e  period 1949 to  1959: 
G reensboro , from 12 .4  to  14 .8  per cen t; C hicago  from 10.1  to  12 .4  
per cen t; and San F ran c isco , from 12 .2  to  19 .0  per c e n t. Three FHIB 
d is tr ic ts  suffered  a dim inution of th e ir  re la tiv e  p o sitio n  in  mortgage 
loans ou tstand ing : B oston, from 11 .0  per cen t in  1945 to  4 .9  per cen t 
in  1959; P ittsburgh , from 7 .0  per cen t in  1945 to  5 .6  per cen t in  1959; 
and C in c in n a ti, from 16 .8  per cen t in  1945 to  11 .2  per c e n t in  1959. 
Three d is t r ic ts —New York, In d ian a p o lis , and Topeka— su b stan tia lly  
m aintained th e ir  re la tiv e  p o s it io n s .
Growth of S avings C ap ita l
The growth in  sav ings and lo an  a s s e ts  and home m ortgage financing 
would not have been  p o ss ib le  w ithout a sim ilar in c re a se  in  new sav ings 
c a p ita l .  Therefore, th e  fin a l sec tio n  of th is  chap ter w ill exam ine and 
record th e  growth of sav ings c a p ita l in  sav ings and loan a s s o c ia tio n s .
The behavior of sav in g s ca p ita l w ill be shown in  both i ts  ab so lu te  and 
re la tiv e  m agnitudes, and  changes in  sav ings ca p ita l o f th e  L ittle Rock 
D is tr ic t a s so c ia tio n s  w ill be com pared w ith  th e  trend  In sav in g s ca p ita l 
in  th e  a s so c ia tio n s  o f o ther d is t r ic ts .
TABLE XXVI
PERCENTAGE DISTRIBUTION FIRST MORTGAGE LOANS OUTSTANDING BY FHIB MEMBER SAVINGS
AND LOAN ASSOCIATIONS, 1945-1959
Year
Member 
























1945 100.0 11.0 10.9 7 .0 12.4 16.8 5 .3 10.1 5 .5 4 .8 3 .8 12.2
1946 100.0 9 .8 11.1 6 .9 13.2 16.2 5 .6 10.4 5 .7 5 .0 3 .9 12.2
1947 100.0 9.1 11.1 6 .7 13.9 15.7 5 .6 10.7 5 .5 5 .0 3 .9 12.7
1948 100.0 9 .0 11.5 6 .5 13.5 15.3 5 .6 10.9 5 .5 5 .1 3 .9 12.9
1949 100.0 8 .9 11.6 6 .4 13.3 14.8 5 .6 11.1 5 .5 5 .2 4 .9 13.7
1950 100.0 8 .3 12.0 6 .4 13.2 14.3 5 .6 11.3 5 .6 5 .3 3 .9 14.1
1951 100.0 7 .8 12.6 6 .3 13.4 14.0 5 .6 11.4 5 .9 5 .2 3 .8 13.9
1952 100.0 7 .3 12.6 6 .2 13.8 13.6 5 .5 11.3 5 .9 5 .2 3 .9 14.6
1953 100.0 7 .0 12.0 6 .2 14.1 13.0 5 .5 11.6 6 .1 5 .3 3 .9 14.9
1954 100.0 6 .7 11.9 6 .0 14.2 12.6 5 .4 11.8 6 .2 5 .5 4 .1 15.6
1955 100.0 6 .2 11.9 6 .0 14.3 12.3 5 .2 12.0 6 .2 5 .7 4 .2 16.0
1956 100.0 5 .9 11.8 6 .0 14.4 12.0 5 .2 12.2 6 .2 5 .6 4 .1 16.4
1957 100.0 5 .6 11.6 5 .9 14.4 11.8 5 .2 12.3 6 .2 5 .8 4 .0 17.2
1958 100.0 5 .3 11.4 5 .8 14.4 11.6 5 .1 12.4 6 .3 5 .9 4 .0 17.8
1959 100.0 4 .9 11.2 5 .6 14.8 11.2 5 .0 12.4 6 .3 6 .0 4 .0 19.0
SOURCE: Federal Home Loan Bank Board
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The investm ents of indiv iduals in savings acco u n ts , United 
S tates Bonds and life  insurance rese rv es for the  period 1945-1959 
are recorded in  Table XXVII. Savings a t savings and loan a sso c ia tio n s  
ro se  from $7 .4  b illion  in  1945 to a level of $54.7 b illio n  in  1959, an 
in c rease  of 639.1 per c e n t. This compares w ith the in c rease  of $19.7 
b illion  or 128.7 per ce n t, for mutual savings bonks; the $32.8 b illio n , 
or 109.6 per cen t, in c rease  for commercial banks; the  $4 .1  b illio n , or
1 ,0 2 5 .0  per ce n t, in c rease  for cred it unions; the $15.2  b illio n , or
660.8 per c e n t, in c rease  for mutual funds; the $2 .9  b illio n , or 6 .7  per 
c e n t, in c rease  for U nited S ta tes Savings Bonds; th e  $2 b illio n , or 66 .6  
per ce n t, decrease  for posta l savings; and th e  $53.5 b illio n , or 142.6 
per c e n t, in c rease  in  life  Insurance re se rv e s . Thus a ll lis te d  m edia, 
except p o sta l sav in g s, partic ipated  in  the v as t accum ulation of savings 
in the  period 1945-1959. The Increase in  savings a t savings and loan 
a sso c ia tio n s  w as su rpassed  in  abso lu te  magnitude only by the  inc rease  
in life  insurance re se rv es , and only cred it unions and mutual funds had 
percentage growth ra te s  in savings cap ita l exceeding th a t of savings 
and loan a s so c ia tio n s .
The percentage d istribu tion  of savings among th e  media lis ted  
above for the period 1945-1959 is  contained in Table XXVIII. The per­
cen tage of to ta l savings accounted  for by savings and loan a sso c ia tio n s  
approxim ately tr ip led , rising  from 5 .3  per cen t in 1945 to  17.5 per cent 
in  1959. Only two other media Increased  th e ir share among the  various
TABLE XXVII
INVESTMENTS OF INDIVIDUALS IN SAVINGS ACCOUNTS, UNITED STATES SAVINGS BONDS,
LIFE INSURANCE RESERVES, U . S . ,  1945-1959 
























1945 138.7 7.4 15.3 29.9 0.4 2.3 42.9 3 .0 37.5
1946 149.7 8.5 16.8 33.4 0.5 2.2 44.2 3.4 40.7
1947 158.4 9.8 17.7 34,7 0.5 2.2 46.2 3.5 43.8
1948 165.6 11.0 18.4 35.0 0 .6 2.3 47.8 3.4 47.1
1949 173.2 12.5 19.3 35.1 0.7 2.8 49.3 3.3 50.2
1950 179.7 14.0 20.0 35.2 0.9 3.4 49.6 3 .0 53.6
1951 187.8 16.1 20.9 36.6 1.1 4.1 49.1 2.8 57.1
1952 200.4 19.2 22.6 39.3 1.4 4.9 49.2 2.7 61.1
1953 212.9 22.8 24.3 42.0 1.7 5.1 49.4 2.5 65.1
1954 229.0 27.3 26.3 44.7 2 .0 7.3 50.0 2.2 69.2
1955 243.9 32.2 28.1 46.3 2.4 9 .0 50.2 2.0 73.7
1956 258.6 37.1 30.0 48.5 2.9 10.3 50.1 1.7 78.0
1957 272.3 49.1 31.7 53.7 3.4 9.9 48.2 1.4 82.1
1958 296.2 48.0 34.0 60.0 3.9 14.8 47.7 1.2 86.6
1959 312.2 54.7 35.0 62.7 4.5 17.5 45.8 1.0 91.0
PER CENT INCREASE
1945-59 125.0 639.1 128.7 109.6 1,025.0 660.8 6.7 -6 6 .6 142.6
^Savings accounts, dep o sits , investment ce rtific a te s . ^Current redemption value of bonds held by individuals.
^Regular and special savings accounts. 2 Outstanding and accrued in terest on certificates of
^ im e  deposits of individuals, partnerships, corporations. deposits .
^Shares and members' d eposits . ®Sum of estim ated reserves plus dividends accum u-
5Net a sse ts  of c lo sed - and open-end investment com panies, ia ted , le ss  premium notes and policy loans.
SOURCE: Federal Home Loan Bank Board
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TABLE XXVIII
PERCENTAGE DISTRIBUTION INVESTMENTS OF INDIVIDUALS IN SAVINGS ACCOUNTS, 
UNITED STATES SAVINGS BONDS, LIFE INSURANCE RESERVES, U . S .  1945-1959
Year Total
















l i f e
In s .
Reserves
1945 100 .O1 5 .3 11.0 21.5 0 .2 1.6 30.9 2 .1 27 .0
1946 100.0 5 £6 11.2 22.3 0.3 1.4 29.5 2 .2 27.1
1947 100.0 6 .1 11.1 21.9 0.3 1.3 29.9 2 .2 27 .6
1948 100.0 6 .6 11.1 21.1 0.3 1.3 28.8 2 .0 28 .4
1949 100.0 7 .2 11.1 20.2 0.5 1.6 28.4 1.9 28.9
1950 i t o .o 7 .7 11.1 19.5 0.5 1.8 27.6 1.6 29.8
1951 100.0 8 .5 11.1 19.4 0.5 2.1 26.1 1.4 30.4
1952 100.0 9 .5 11.2 19.6 0 .6 2.4 24.5 1.3 30.7
1953 100.0 10.7 11.4 19.7 0.7 2 .3 22.4 1.1 30.5
1954 100.0 11.9 11.4 19.5 0.8 3 .1 21.8 0 .9 30 .2
1955 100.0 13.2 11.5 18.9 0.9 3 .6 20.5 0 .8 30 .2
1956 100.0 14.3 11.6 18.7 1.1 3 .9 19.3 0 .6 30.1
1957 100.0 18.0 11.6 19.7 1.2 3 .6 17.7 0.5 30.1
1958 100.0 16.2 11.4 20.2 1.3 4 .9 16.1 0 .4 29.2
1959 100.0 17.5 11.2 20 .0 1.4 5 .6 14.6 0 .3 29.1
AVERAGE
1945-49 100.0 6 .1 11.1 21.4 0 .3 1.4 29.5 2 .0 27.8
1950-54 100.0 9 .6 11.2 19.5 0 .6 2 .3 24.4 1.3 30.3
1955-59 100.0 15.8 11.4 19.5 1.1 4 .3 17.6 0 .5 29.7
*The to ta l may not equal 100 per cen t because  of rounding error.
SOURCE: Federal Home Loan Bank Board; United S tates Saving and Loan League.
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m edia. C redit unions Increased  th e ir share from 0 .2  per cen t of to ta l 
sav ings among the  lis te d  media in  194S to  1 .4  per cen t In 1959; and 
mutual funds' share rose  from 1 .6  per cen t in  1945 to  5 .6  per cen t In 
1959. The percentage accounted for by p o sta l sav ings and U nited 
S ta tes  Savings Bonds declined  from 2 .1  and 30 .9  per c e n t, re sp e c ­
tiv e ly , in  1945 to  0 .3  and 14 .6  per c e n t, re sp e c tiv e ly , in  1959, w hile  
comm ercial banks and mutual sav ings banks su b stan tia lly  m aintained 
th e ir  re la tiv e  p o s itio n s . Commercial banks and life  in su rance re ­
se rves s t i l l  accounted  for th e  la rg est shares in 1959, but sav ings and 
loan a s so c ia tio n s  held  third rank in  th a t y ea r, a s  com pared w ith fifth 
rank in  1945.
Growth in  D istric t Savings C ap ita l7
The behavior of savings cap ita l for Insured a sso c ia tio n s  in  the 
period 1945-1959 is  shown by FHLB d is tr ic ts  in  Table XXIX. During the 
period 1945-1949, sav ings cap ita l in  the  Ninth D istric t a s so c ia tio n s  
rose  from $269 m illion to  $564 m illion, an  in c rease  of 109.7 per c e n t, 
a  percentage much g reater th an  for a l l  a s so c ia tio n s  of th e  nation  (86 .2  
per cent) and g rea te r than  for any of the o ther Federal Home Loan Bank 
d is t r ic ts .  In  th e  next five y e a rs , 1949-1954, sav ings ca p ita l In the 
L ittle Rock a s so c ia tio n s , growing more rap id ly . Increased  from $564 
m illion to  $1,428 m illion, an Increase  of 153.2 per c e n t. The la tte r
7
The d iscu ss io n  of the growth of sav ings ca p ita l in  th is  sec tio n  
w ill be lim ited to  th a t in  "insured a s s o c ia t io n s ."
TABLE XXIX
GROWTH IN SAVINGS CAPITAL, INSURED ASSOCIATIONS, BY FHIB DISTRICTS, 1945-1959























1945 5,210 267 650 342 552 965 357 548 303 269 202 750
1946 6,184 306 816 409 672 1,099 416 660 360 323 242 876
1947 7,177 342 949 472 813 1,223 477“ 784 420 390 284 l , t l 7
1948 8,255 394 1,146 529 949 1,345 528 919 473 460 330 1,180
1949 9,699 454 1,359 615 1,147 1,519 595 1,103 556 564 382 1,407
1950 11,359 565 1,568 715 1,535 1,656 671 1,290 643 650 434 1,625
1951 13,653 659 1,912 830 1,904 1,914 788 1,582 840 763 524 1,937
1952 16,732 766 2,305 984 2,398 2,259 1,008 1,980 1,020 937 674 2,402
1953 20,252 907 2,690 1,172 2,926 2,611 1,226 2,435 1,244 1,156 834 3,051
1954 24,529 1,060 3,205 1,421 3,620 3,039 1,431 2,987 1,549 1,428 1,016 3,782
1955 29,241 1,206 3,745 1,672 4,357 3,535 1,669 3,607 1,857 1,718 1,216 4,658
1956 34,152 1,333 4,245 1,930 5,132 4,054 1,943 4,258 2,181 2,004 1,424 5,649
1957 38,773 1,463 4,711 2,148 5,824 4,557 2,232 4,871 2,450 2,346 1,586 6,586
1958 4 4 , 6 7 0 / 1,608 5,298-- 2,427 6,712 5,056 2,522 5,664 2,859 2,752 1,828 7,945
1959 5 1 ,1 6 0 ^ 1,743 5,918 2,712 7,776 5,697 2,837 6,423 3,273 3,231 2,086 9,466
PER CENT INCREASE
1945-49 86 .2 70 .0 109.1 79.8 107.8 57.4 66.7 101.3 83.5 109.7 89.1 87 .6
1949-54 152.9 133.5 135.8 131.1 215.6 100.1 140.5 170.8 178.6 153.2 166.0 168.8
1954-59 108.6 64.4 84 .6 90.8 114.8 87.5 98.2 115.0 111.3 126.3 105.3 150.3
1945-59 882.0 552.8 810.5 693.0 1,308.7 490.4 694.7 1,072.1 980.2 1,101.1 932.7 1,162.1
^Summation of d is tric ts  may not equal U . S . to ta l because of rounding error. 
SOURCE: Federal Home Loan Bank Board.
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ra te  of growth ex ceed ed  the  n a tio n a l ra te  (152.9) and th e  ra te  for each  
of th e  o th e r FHIB d is tr ic ts  ex cep t San F ranc isco  (168 .8  p er c e n t) , 
G reensboro  (21 5 .6  per c e n t) , C h icago  (170 .8  per c e n t) , an d  D es 
M oines (178 .6  p er c e n t) . S av ings c a p ita l In th e  L ittle  Rock D is tr ic t 
con tinued  to  grow but a t  a d ec reas in g  ra te  In th e  next five y e a rs ,  r is in g  
from $ 1 ,443  m illion in  1954 to  $3 ,231  m illion in  1959, or 126 .3  p er c e n t .  
The ra te  o f grow th In th e  L ittle  Rock D is tr ic t ag a in  su rp a sse d  th e  n a tio n a l 
ra te  (108 .6  p er cent); and i t  ag a in  ex ceed ed  th e  growth ra te  of ea ch  of 
th e  o th e r FHLB d is tr ic ts  ex cep t San F ran c isco  (150 .3  per c e n t) . O ver 
th e  w hole period  1945-1959, sav in g s  c a p ita l in  L ittle  Rock In creased  
by $ 2 ,9 7 6  m illio n , or 1 ,1 0 1 .1  per c e n t ,  g rea tly  su rp ass in g  th e  ra te  
of grow th of sav in g s c a p ita l in  a l l  a s s o c ia tio n s  of th e  n a tio n  (8 8 2 .0 ). 
L ittle  R ock 's ra te  of growth in  sav in g s  c a p ita l w as ex ceed ed  in  only  two 
of th e  o th e r FHLB D is tr ic ts —G reensboro  (1 ,3 0 8 .7  per c e n t) , and San 
F ran c isco  (1 ,1 6 2 .1  per c e n t)— over th e  period 1945-1959, and  w as e x ­
ceed ed  on ly  in  th e  G reensboro  and  San F ranc isco  d is t r ic ts  in  th e  1950s. 
Although L ittle  Rock ranked  sev en th  in  ab so lu te  term s in  1959—tw o ranks 
h igher th a n  in  1945—th e  d iffe rence  betw een  i t  and th e  s ix th  ranked  D es 
M oines D is tr ic t w as In s ig n if ic a n t.
The re la tiv e  sh a re s  of sav in g s  c a p ita l  for Insured  sav in g s and  loan 
a s s o c ia tio n s  a re  g iven  by FHLB d is tr ic ts  for th e  period  1945-1959 in  
Table XXX. The re la tiv e  p o s itio n  o f th e  L ittle  Rock D is tr ic t w as only 
1 .1  peioentage p o in ts  g re a te r  in  1959 th an  in  1945. The d is t r ic t 's  share  
ro se  from 5 .2  p e r  cen t of th e  sav in g s  c a p ita l o f in su red  a s s o c ia tio n s  in
TABLE XXX
PERCENTAGE DISTRIBUTION
GROWTH IN SAVING CAPITAL, INSURED ASSOCIATIONS, BY FHIB DISTRICTS, 1945-1959











D is t .











1945 100.0 5 .1 12.5 6 .6 10.6 18.5 6 .8 10.5 5 .8 5 .2 3 .9 14.4
1946 100.0 4 .9 13.2 6 .6 10.9 17.8 6 .7 10.7 5 .8 5 .2 3 .9 14.2
1947 100.0 4 .8 13.2 6 .6 11.3 17.0 6 .6 10.9 5 .8 5 .4 4 .0 14.2
1948 100.0 4 .8 13.9 6 .4 11.5 16.3 6 .4 11.1 5 .7 5 .6 4 .0 14.3
1949 100.0 4 .7 14 .0 6 .3 11.8 15.7 6 .1 11.4 5 .7 5 .8 3 .9 14.5
1950 100.0 5 .0 13.8 6.3 13.5 14.6 5 .9 11.4 5 .7 5 .7 3 .8 14.3
1951 100.0 4 .8 14.0 6 .1 13.9 14.0 5 .8 11.6 6 .2 5 .6 3 .8 14.2
1952 100.0 4 .6 13.8 5 .9 14.3 13.5 6 .0 11.8 6 .1 5 .6 4 .0 14.4
1953 100.0 4 .5 13.3 5 .8 14.4 12.9 6 .1 12.0 6 .1 5 .7 4 .1 15.1
1954 100.0 4 .3 13.1 5 .8 14.8 12.4 5 .8 11.8 6 .3 5 .8 4 .1 15.4
1955 100.0 4 .1 12.8 5 .7 14.9 12.1 5 .7 12.3 6 .4 5 .9 4 .2 15.9
1956 100.0 3 .9 12.4 5 .6 15.0 11.9 5 .7 12.5 6 .4 5 .9 4 .2 16.5
1957 100.0 3 .8 12.2 5.5 15.0 11.8 5 .8 12.6 6.3 6 .1 4.1 17.0
1958 100.0 3 .6 11.9 5 .4 15.0 11.3 5 .6 12.7 6 .4 6 .2 4 .1 17.8
1959 100.o i / 3 .4 11.6 5 .3 15.2 11.1 5 .5 12.6 6 .4 6 .3 4 .1 18.5
^Summation of d is tric ts  may not equal 100% because of rounding error.
SOURCE: Federal Home Loan Bank Board.
1945 to  6 .3  per cen t In 1959. It It  in te re s tin g  to  no te th a t five o f th e  
e leven  FHIB d is tr ic ts  (Boston, New York, P ittsb u rg h , C in c in n a ti, 
and Ind ianapolis) tend  to  m aintain  or in c re a se  th e ir  re la tiv e  p o sitio n  in  
th e  im m ediate postw ar period  through 1949, but each  of th e s e  five 
d is tr ic ts  accounted  for a  dec lin ing  sh are  of to ta l sav ings c a p ita l for 
th e  rem ainder of th e  period under co n s id e ra tio n . Only four FHLB d is ­
t r ic t s ,  L ittle  Rock, G reensboro , C h icag o , and San F ran c isco , In creased  
th e ir  re la tiv e  p osition  a fte r 1950. The a s so c ia tio n s  o f th e  L ittle  Rock 
D is tric t accounted  for 5 .7  per cen t of to ta l sav in g s a t sav ings and loan  
a s so c ia tio n s  in  1950 and 6 .3  per cen t in  1959, w hile  th e  San F rancisco  
D is tr ic t accoun ted  for 14 .3  per cen t in  1950 and 18 .5  per cen t in  1959. 
M ost of th e  growth in  th e  la t te r  d is tr ic t took p lace  in  th e  la s t  five 
y e a rs , 1955-1959.
The com parative growth of sav in g s c a p ita l for th e  a s so c ia tio n s  of 
th e  nation  and th e  Ninth Federal Home Loan Bank D is tr ic t, 1945-1959, 
i s  d ep ic ted  on sem ilog s c a le  in  Figure 6 . Two o b se rv a tio n s about 
Figure 6 are  w arran ted . F ir s t , th e re  w as a rem arkably s tead y  ra te  of 
growth in  sav ings c a p ita l throughout th e  period 1945-1959, both for th e  
nation  and th e  Ninth D is tr ic t .  S econd, th e  s lo p e  of th e  lin e  rep resen ting  
sav in g s c a p ita l of th e  N inth D is tr ic t is  s te ep e r  throughout th e  period  
th an  for th e  n a tio n , ind ica ting  a h igher ra te  of growth for sav ings 
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It Is  in te resting  to  examine the  growth of sav ings cap ita l in 
savings and loan asso c ia tio n s  w ith in  th e  s ta te s  com prising the  L ittle 
Rock D is tr ic t. Table XXXII shows th e  growth in  sav ings ca p ita l of in ­
sured asso c ia tio n s  for th e  s ta te s  of th e  Ninth D istric t for th e  period 
1945-1959. These d a ta  are p resen ted  in  condensed form below:
TABLE XXXI
SAVINGS CAPITAL INSURED ASSOCIATIONS 
NINTH DISTRICT, 1945-1959
Region










Ark. $ 19 $ 48 $ 112 $ 237 152.6 133.4 111.6 1 ,1 4 7 .4
La. 96 175 365 743 82 .3 108.6 103.6 674 .0
M iss . 12 33 98 223 175.0 197.0 127.6 1 ,8 1 6 .7
N . M . 6 23 63 137 187.5 173.9 117.5 1 ,7 5 8 .3
Tex. 132 275 790 1,891 108.0 187.3 139.8 1 ,3 3 2 .6
D iet. 269 564 1,428 3,231 109 .4 - 153.2 126.3 1 ,1 0 1 .1
SOURCE: Derived from Table XXXH.
The a s so c ia tio n s  in  each  s ta te  of th e  Ninth D istric t except Louisiana 
exhib ited  a more rapid  growth in  sav ings cap ita l than  the to ta l for the 
d is tr ic t .  The asso c ia tio n s  in  M iss iss ip p i showed the  g re a s te s t per­
cen tage  Increase  in  sav ings cap ita l for th e  en tire  period , 1945-1959.
As in the  c a se  of growth in  sav ings ca p ita l for the  n a tio n 's  a s s o ­
c ia tio n s  , Ninth D istric t sav ings cap ita l gsew a t an  acce le ra ted  ra te  from 
1945 to  1954, increasing  le s s  rapidly  thereafter to  1959. However, only 
two s ta te s —Texas and L ouisiana—exhibited th e  same pattern  of growth
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TABLE XXXII
GROWTH IN SAVINGS CAPITAL, INSURED ASSOCIATION,
NINTH DISTRICT, 1945-1959
(In m illions o f d o lla rs )
Y W D is t .  9 A rk. L a. M iss . N . M . T exas
1945 269 19 96 12 8 132
1946 323 26 109 16 11 161
1947 390 33 128 20 14 194
1946 460 40 147 25 18 230
1949 564 48 175 33 23 275
1950 650 56 201 41 28 324
1951 763 66 227 49 33 388
1952 937 80 267 61 41 488
1953 1 ,1 5 6 96 311 76 51 622
1954 1 ,428 112 365 98 63 790
1955 1 ,718 133 425 123 76 961
1956 2 ,0 0 4 154 489 149 90 1 ,122
1957 2 ,3 4 6 180 558 170 102 1 ,336
1958 2 ' 7 5 2 i / 210 655 194 121 1 ,572
1959 33231-=' 237 743 223 137 1 ,891
PER CENT INCREASE
1945-•49 109 .7 152 .6 8 2 .3 1 7 5 .0 187.5 108 .3
1949-54 1 5 3 .2 1 33 .3 1 0 8 .6 1 9 7 .0 173 .9 187 .3
1954-59 1 26 .3 1 11 .6 1 0 3 .6 1 2 7 .6 117 .5 139 .4
1945*-59 1 ,1 0 1 .1  1, 1 4 7 .4 6 7 4 .0 1 ,7 5 8 .3 1 ,6 1 2 .5 1 ,3 3 2 .6
*A d is p a r i ty  o f  d is t r ic t  to ta l  and  sum m ation of p a rts  i s  due  to  rounding 
aeror«
SOURCE: F ed era l Home Loan Bank B oard.
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a s  th e  D is tr ic t .
The s lo w er ra te  of In c re a se  In sa v in g s  c a p ita l  in  th e  a s s o c ia ­
t io n s  o f  L o u is ian a  a lte re d  th e  p e rcen tag e  d is tr ib u tio n  for th e  v ario u s 
s ta te s  (se e  T able XXXIII). T e x a s , occupy ing  th e  predom inant p o s itio n  
In th e  D is tr ic t ,  in c re a se d  i t s  re la tiv e  sh a re  from 4 9 .1  per c e n t o f d is t r ic t  
sa v in g s  c a p ita l  in  1945 to  5 8 .5  p er c e n t in  1959. L o u is ia n a , s t i l l  
occupy ing  seco n d  p la c e ,  ex p e rien ce d  a  d im inu tion  of i t s  r e la tiv e  p o s i­
t io n . In  1945, L o u is ian a  ac co u n ted  for 3 5 .7  p e r c e n t of d is t r ic t  s a v in g s , 
a  figure  w h ich  d ec lin e d  sp e e d ily  to  a  low  o f 2 3 .0  p er cen t In  1959. 
S av ings c a p ita l  h e ld  by A rkansas a s s o c ia t io n s  ro se  from 7 .1  per c e n t 
J.n 1945 to  8 .6  p e r  c e n t in  1949, bu t d e c lin e d  th e re a f te r  to  7 .3  p er c e n t 
In  1959. M is s is s ip p i  en h an ced  her re la t iv e  p o s itio n  in  th e  p e rio d , 
r is in g  from 4 .5  p er c e n t in  1945 to  6 .9  p e r c e n t in  1959. New M exico  
in c re a s e d  h er re la tiv e  sh a re  from 3 .0  p er c e n t in  1945 to  4 .2  p er c e n t 
in  1959.
In  te rm s o f th e  d o lla r  v a lu e  o f sa v in g s  c a p i ta l ,  th e  s ta te s  ranked  
in  th e  fo llow ing  o rder a s  o f 1959: T ex a s , L o u is ia n a , A rk an sas , 
M is s is s ip p i ,  and  New M ex ico . In  te rm s o f th e  r a te  o f  grow th in  
sa v in g s  c a p ita l  for th e  period  1945-1959 , th e y  ran k ed : M is s is s ip p i ,
New M ex ico , T e x a s , A rk a n sa s , and  L o u is ia n a . Both s e ts  of ran k in g s 
a re  Id e n tic a l w ith  th o s e  fo r a s s e t s .  (See p .  84 ab o v e ).
F igure 7 (a ra tio  ch a rt)  show s som e in te re s tin g  fa c ts  ab o u t th e  
co m p ara tiv e  r a te s  o f grow th o f sa v in g s  c a p ita l  fo r th e  s ta te s  com prising  




SAVINGS CAPITAL, INSURED ASSOCIATIONS, NINTH DISTRICT, 1945-1959
Y ear D is t . A rk. L a. M ISS. N . M . T exas
1945 1 0 0 .0 7 .1 3 5 .7 4 .5 3 .0 4 9 .1
1946 1 0 0 .0 8 .0 3 3 .7 5 .0 3 .4 4 9 .8
1947 1 0 0 .0 8 .5 3 5 .5 5 .1 3 .6 4 9 .6
1948 10 0 .0 8 .7 3 2 .0 5 .4 3 .9 5 0 .0
1949 1 0 0 .0 8 .5 3 1 .0 5 .8 4 .1 4 8 .8
1950 1 0 0 .0 8 .6 3 0 .9 6 .3 4 .3 4 9 .8
1951 1 00 .0 8 .7 2 9 .8 6 .4 4 .3 5 0 .8
1952 1 0 0 .0 8 .5 2 8 .5 6 .5 4 .4 5 2 .1
1953 1 0 0 .0 8 .3 2 6 .9 6 .6 4 .4 5 3 .8
1954 1 0 0 .0 7 .8 2 5 .6 6 .9 4 .4 5 5 .8
1955 1 0 0 .0 7 .7 2 4 .7 7 .2 4 .4 5 5 .9
1956 1 0 0 .0 7 .7 2 4 .4 7 .4 4 .5 5 6 .0
1957 1 0 0 .0 7 .7 2 3 .8 7 .2 4 .3 5 6 .9
1958 1 0 0 .0 7 .6 2 3 .8 7 .0 4 .4 5 7 .1
1959 loo. oM 7 .3 2 3 .0 6 .9 4 .2 5 8 .5
1 F a ilu re  of p a rts  to  eq u a l 100 p er c e n t i s  due to  rounding e rro r. 








m ost rap id  ra te  of growth co n s id e rin g  th e  w hole period  * E xcept for 
L o u is ian a , th e  p a tte rn  of grow th w as fa irly  uniform . A high  ra te  o f 
growth ch a ra c te rized  th e  period  1945-1949 . There follow ed a  d im in ished  
ra te  of in c re a se  from 1949 through 1951, bu t th e  ra te  In c rea sed  ag a in  
from 1951 to  1954. Then, th e re  en su ed  g en e ra lly  a  d im in ished  ra te  of 
growth for th e  rem ainder of th e  p e rio d , w ith  T exas and L ouisiana tending  
to  run co u n te r to  th is  trend  during th e  1954-1959 p e rio d . L o u isian a , 
grow ing a t  a lm ost a co n s tan t ra te  through th e  en tire  p e rio d , grew  a t  a 
much slow er ra te  th a n  th e  o th e r s t a te s ,  ex cep t in  th e  period  a f te r  1955. 
New M exico show ed th e  g re a te s t  d e c lin e  In th e  ra te  of in c re a se  a f te r  
1955, w h ile  Texas and L ouisiana show ed th e  g re a te s t  te n d en cy  to  m ain­
ta in  th e ir  ra te s  of growth In th e  la t te r  p erio d .
A som ew hat b e tte r  p e rsp e c tiv e  on th e  b eh av io r of sav in g s In 
sa v in g s  and lo an  a s s o c ia tio n s  of th e  N inth  D is tr ic t can  b e  acqu ired  
by com paring th e  In c re a se  in  sav in g s  among th e  various f in an c ia l In te r­
m ed iaries  com peting for th e  passbook  ty p e  of a c c o u n ts , such  a s  sav in g s 
and  lo an  a s s o c ia t io n s ,  tim e departm ents o f com m ercial ban k s and  c red it 
u n io n s . TableXUEVgives such  a  com parison  by show ing th e  in v estm en ts  
o f in d iv id u a ls  In s e le c te d  m edia for s e le c te d  y e a rs  in  th e  1950s.
T otal sa v in g s  a t  sav in g s and  lo an  a s s o c ia tio n s  in c re a se d  by 
$ 2 ,7 8 0  m illio n , o r 4 7 4 .3  p er c e n t .  In  th e  d ecad e  o f th e  1950s, a  ra te  
of grow th more th an  four tim es g re a te r  th a n  th a t of tim e departm ents o f 
com m ercial banks (10 1 .8  p er c e n t) , bu t le s s  th an  th e  5 1 9 .2  p er cen t 
in c re a se  of in v es tm en ts  in  c red it u n io n s . The a s s o c ia tio n s  in  each  of
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TABLE XXXIV
INVESTMENTS OF INDIVIDUALS IN SELECTED MEDIA, SELECTED YEARS,
1 9 50-1959 , LITTLE ROCK DISTRICT 
(In m illio n s of d o lla rs )
Y ear
S and  L 
A s s n s .
Time D ep . 




P o s ta l
S av in a s T otal
1950 A rkansas 4 8 .0 9 8 .0 1 .0 na
L ou isiana 1 7 7 .0 2 7 5 .0 9 .0 na
M is s is s ip p i 3 6 .0 1 3 2 .0 1 .0 na
Now M exico 2 4 .0 4 4 .0 1 .0 na
T exas —2 8 0 .0 5 5 5 .0 3 8 .0 na
D is tr ic t 5 6 5 .0 1 ,1 0 4 .0 5 0 .0 na
1955 A rkansas 1 1 3 .0 1 5 8 .7 3 .2 3 3 .3 3 0 8 .2
L ou isiana 3 6 5 .1 3 7 7 .9 2 7 .4 1 2 .3 7 8 2 .7
M is s is s ip p i 103 .1 170 .8 5 .3 4 .8 2 8 4 .0
New M exico 6 5 .0 8 8 .7 3 .4 5 .1 162 .2
T exas 7 9 6 .6 1 .0 8 3 .3 1 03 .2 6 8 .8
D is tr ic t 1 ,4 4 2 .8 1 ,8 7 9 .4 142 .5 1 24 .3 3 ,5 8 9 .0
1956 A rkansas 133 .5 172 .9 3 .2 2 9 .6 3 3 9 .2
L ou isiana 4 2 5 .6 4 0 2 .1 3 3 .0 10 .7 8 7 1 .4
M is s is s ip p i 130 .1 177 .1 6 .3 4 .2 3 1 7 .7
New  M exico 7 5 .4 9 4 .4 5 .8 4 .6 180 .2
T exas 3 7 0 .0 1 ,1 7 3 .4 13*f 5 6 0 .6 2*3.3?,$
D is tr ic t 1 ,7 3 4 .6 2 ,0 1 9 .9 179 .8 109.7 4 ,0 4 4 .0
1957 A rkansas 174 .4 198 .3 3 .5 2 4 .8 4 0 1 .0
L o u isian a 5 5 4 .4 4 7 7 .8 4 0 .6 8 .6 1 ,0 8 1 .4
M is s is s ip p i 178 .8 2 1 0 .3 7 .7 3 .5 4 0 0 .3
New M exico 104 .2 1 0 7 .9 1 0 .7 4 .0 2 2 6 .8
T exas 1 .2 8 2 .0 1 .3 5 3 .1 1 6 8 .7 J f t i l 2 .8 5 1 .2
D is tr ic t 2 ,2 9 3 .8 2 ,3 4 7 .4 2 9 9 .2 9 0 .3 4 ,9 6 0 .7
1958 A rkansas 2 0 6 .7 2 3 0 .6 6 .6 2 0 .7 4 6 4 .6
L o u isian a 6 4 0 .7 5 6 5 .8 4 2 .0 6 .8 1 ,2 5 5 .3
M is s is s ip p i 2 0 1 .2 2 5 9 .7 9 .4 2 .9 4 7 3 .1
New M exico 1 1 9 .2 1 2 1 .9 7 .6 3 .5 2 5 2 .2
T exas 1 .7 3 9 .8 W  t« 4 0 t fc 3 ,5 7 4 .7




S and L 









1959 A rkansas 237.3 248.3 8 .1 17.5 511 .2
Louisiana 741 .8 616 .6 5 1 .8 6 .0 1 ,4 7 0 .2
M iss iss ip p i 230.3 293 .7 12.1 2 .7 538 .8
New M exico 139.6 136.1 11.9 2 .8 290.4
Texas 1 .8 9 6 .3 2 .0 2 7 .6 225 .7 3 4 .6 4 .1 8 4 .2
D istric t 3 ,2 4 5 .3 3 ,3 2 2 .3 309 .6 6 3 .6 6 ,9 9 4 .8
PER CENT INCREASE 1950 to  1959
A rkansas 393 .8 153.3 7 10 .0
L ouisiana 319.2 124.2 475 .5
M iss iss ip p i 538 .9 122.5 1 ,110 .0
New M exico 483 .3 109.3 1 ,090 .0
Texas § 7 7 ,1 l£§.t3
D istric t 474 .3 101.8 5 19 .2
SOURCE: U nited S ta te s  Saving and Loan L eague.
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the  s ta te s  com posing th e  D istric t showed a much g rea te r percen tage 
in c re ase  in  sav in g s than  did tim e departm ents of com m ercial b a n k s , 
but th e  growth of sav ings in  c red it unions in  each  s ta te  exceeded  the  
In crease  in  a s s o c ia tio n s , excep t in  T ex as. S ta tis tic s  are not a v a il­
ab le  for a ll y ears  for p o s ta l sav ings; therefore a fu ll com parison i s  not 
fe a s ib le . However, i t  can  be observed  th a t in  each  y ea r from 1955 to  
1959 to ta l sav ings in  th is  medium declined  in  every s ta te  of th e  d is t r ic t .
The percen tage d istribu tion  of investm ent of Ind iv iduals in 
se lec te d  m edia, 1955-1959, for th e  l i t t l e  Rock D is tric t is  con tained  
in  Table XXXV. The share of to ta l l is te d  Ninth D is tric t sav ings held  by 
a s so c ia tio n s  rose  from 4 0 .2  per cen t to  4 6 .4  per cen t in  th e  period 1955- 
1959. Time departm ents of com m ercial banks experienced  a d ec lin e  in  
th e ir  re la tiv e  p o sitio n  from 5 2 .4  per cen t to  47 .5  per cen t in  the  same 
perio d . C red it unions in c reased  th e ir  re la tiv e  share  in  to ta l d is tr ic t 
sav ings in  l is te d  media from 4 .0  per cen t in  1955 to  6 .0  per cen t in 
1957, but th en  d ec lin ed  to  4 .4  per ce n t in  1959. The re la tiv e  p osition  
o f p o s ta l sav ings dec lined  s tead ily  from 3 .4  per cen t of d is tr ic t sav ings 
in  lis te d  media In 1955 to  1 .7  per cen t in  1959.
P ersonal S av in g s. F inan c ia l S av in g s, and Savings C a p ita l a t Savings 
and Loan A ssoc ia tions
It may be in s tru c tiv e  to  show th e  net inflow o f sav in g s in  insured  
a s so c ia tio n s  a s  a percen tage  of to ta l personal sav ings and to ta l finan­




INVESTMENTS OF INDIVIDUALS IN SELECTED MEDIA, SELECTED YEARS,
1950-1959 , LITTLE ROCK DISTRICT
Year
S and L 
A s s n s .
Time D ep . 
Comm’l 
Banks
C re d it
U nions
P o s ta l
S av in as T otal
1950 A rkansas
L ou isiana
M is s is s ip p i
New M exico
T exas
D is tr ic t 3 2 .9 6 4 .2 2 .9
1955 A rkansas 3 6 .7 5 1 .5 1 .0 1 0 .8 1 0 0 .0
L ou isiana 4 6 .6 4 8 .3 3 .5 1 .6 1 0 0 .0
M is s is s ip p i 3 6 .3 6 0 .1 1 .9 1 .6 1 0 0 .0
New M exico 4 0 .1 5 4 .7 2 .1 3 .1 1 0 0 .0
Texas 3 8 .8 5 2 .7 5 .1 3 .4 1 0 0 .0
D is tr ic t 4 0 .2 5 2 .4 4 .0 3 .4 1 0 0 .0
1956 A rkansas 3 9 .4 5 1 .0 .9 8 .7 1 0 0 .0
L ou isiana 4 8 .8 4 6 .1 3 .8 1 .2 1 0 0 .0
M is s is s ip p i 4 1 .0 5 5 .7 2 .0 1 .3 1 0 0 .0
New M exico 4 1 .8 5 2 .4 3 .2 2 .6 1 0 0 .0
T exas 4 1 .5 5 0 .2 5 .6 2 .5 1 0 0 .0
D is tr ic t 4 2 .8 4 9 .9 4 .4 2 .7 1 0 0 .0
1957 A rkansas 4 3 .5 4 9 .4 .9 6 .2 1 0 0 .0
L ou isiana 5 1 .3 4 4 .2 3 .7 .8 1 0 0 .0
M is s is s ip p i 4 4 .7 5 2 .5 1 .9 .9 1 0 0 .0
New M exico 4 5 .9 4 7 .6 4 .7 1 .8 1 0 0 .0
T exas 4 5 .0 4 7 .4 5 .8 1 .8
D is tr ic t 4 6 .2 4 7 .3 6 .0 1 .8
1958 A rkansas 4 4 .5 4 9 .6 1 .4 4 .4 1 0 0 .0
L o u isian a 5 1 .0 4 5 .6 1 .4 4 .4 1 0 0 .0
M is s is s ip p i 4 2 .5 5 4 .8 2 .0 .6 1 0 0 .0
New M exico 4 7 .3 4 8 .3 3 .0 1 .4 1 0 0 .0
T exas 4 3 .1 5 0 .3 5 .4 1 .1 1 0 0 .0
D is tr ic t 4 5 .0 4 9 .5 4 .3 1 .2 1 0 0 .0
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TABLE XXXV (C ontinued)
Y ear
S and  L 
A s s n s .
Time D ep . 




P o s ta l
S av in as T o tal
1959 A rkansas 4 6 .4 4 8 .6 1 .6 3 .4 1 0 0 .0
L o u isian a 5 0 .4 4 1 .9 3 .5 4 .8 1 0 0 .0
M is s is s ip p i 4 2 .7 5 4 .5 2 .2 .5 1 0 0 .0
New M exico 4 8 .0 4 6 .8 4 .0 1 .0 1 0 0 .0
T exas 4 5 .3 4 8 .4 5 .4 .8 1 0 0 .0
D is tr ic t 4 6 .4 4 7 .5 4 .4 1 .7 1 0 0 .0
SOURCE: D erived  from T ab le  XXXIV*
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The co n c ep t " to ta l f in a n c ia l s a v in g s"  a s  u se d  h e re  i s  th e  one  em ployed
8
by th e  S e c u r itie s  and  E xchange C o m m issio n . The fo llow ing  item s a re  
in c lu d ed  In  th e  a g g re g a te  f in a n c ia l sa v in g  o f in d iv id u a ls , u n in co rp o ra ted  
e n te rp r is e s ,  t ru s t  fu n d s , and  nonprofit In s ti tu t io n s :  in c re a s e s  in  h o ld ­
in g s  o f (1) cu rren cy  and bank d e p o s i ts ,  (2) sa v in g s  sh a re s  In  sa v in g s  
an d  lo a n  a s s o c ia t io n s  an d  c re d it  u n io n s , (3) fe d e ra l ,  s t a te ,  and  
co rp o ra te  s e c u r i t ie s ,  (4) p r iv a te  In su ra n ce  r e s e rv e s ,  in c lu d in g  In su red  
p e n s io n  r e s e rv e s ,  (5) n o n in su red  p e n s io n  fu n d s , an d  (6) governm ent in ­
su ran c e  and  p e n s io n  r e s e rv e s ,  Includ ing  S o c ia l S ecu rity  funds and  s ta te  
an d  lo c a l  re tirem en t s y s te m s .
"P erso n a l sa v in g s"  a s  u se d  h e re  Is  th e  co n cep t em ployed by  th e  
D epartm ent o f C om m erce, be ing  th e  d iffe re n ce  b e tw e en  d isp o s a b le  
p e rso n a l incom e and  consum ption  e x p e n d itu re . The D epartm ent of 
Com m erce co n cep t in c lu d e s  th e  follow ing item s not in c lu d e d  in  th e  
S e c u r itie s  and  E xchange C om m ission  co n c ep t of f in a n c ia l s a v in g s : 
in c re a s e s  in  eq u ity  in  h o m es , fa rm s, and  u n in co rp o ra ted  b u s in e s s e s ,
g
an d  in c re a s e s  in  governm ent In su ra n ce  r e s e r v e s .
The b eh a v io r  o f to ta l  p e rso n a l s a v in g s , to ta l  f in a n c ia l s a v in g s ,
8Econom lc Report o f th e  P re s id en t (W ash ing ton : U . S . G overnm ent 
P rin ting  O ff ic e , 1960), p .  172.
9S ee  S ta t i s t ic a l  B u lle tin  an d  Survey o f C urren t B u s in e s s , July  1959, 
fo r a  re c o n c il ia t io n  o f  th e  tw o  s e r ie s ;  s e e  a ls o  p .  172 Econom ic Report o f 
th e  P re s id e n t , Jan u a ry , 1960.
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and the  net inflow of savings a t insured a s so c ia tio n s , 1945-1959, is  
shown in  Table XXXVI. Both personal sav ings and financial savings 
w ere abnormally high during WW n . Both declined  su b stan tia lly  in  th e  
immediate postw ar y e a rs , but Increased  sign ifican tly  thereafter to  1959. 
F inancial sav ings exceeded $20 b illion  every y ea r afte r 1951, rising  to  
$33.7  b illion  in 1959. Personal savings-exceeded $20 b illion  every 
year after 1955, amounting to  over $23 b illion  in 1959.
Savings a t savings and loan a sso c ia tio n s  tended  to  grow fas te r  
than  e ither personal savings or financial savings; consequen tly , savings 
and loan a sso c ia tio n s  accounted for a p rogressively  higher percentage 
of bo th . Savings at sav ings and loan a s so c ia tio n s  w ere 3.C per cen t 
of personal sav ings in  1945 and 27.5  per cen t in  1959—an a ll-tim e  h igh . 
The trend over th e  period w as rather stead ily  upw ard. A sim ilar pattern  
w as apparent in  th e  re la tion  of savings a t savings and loan asso c ia tio n s  
to  financial sav in g s. Savings a t savings and loan asso c ia tio n s  w ere 2 .2  
per cen t of financial sav ings in  1945 and reached a  peak of 22 .1  per cen t 
in 1958, declin ing  to  18.8 per cen t in  1959.
A sim ilar re la tiv e  Increase  is  d iscern ib le  when the sav ings of the  
Little Rock D istric t are compared w ith both personal and financial sav ings 
for the  U nited S t a t e s . N e t  sav ings In the L ittle Rock A ssociations were
0 .4  per cen t of national personal savings in  1945 and 2 .0  per cen t in
^ P e rso n a l savings and financial savings are not av a ilab le  by 




TOTAL PERSONAL SAVINGS, TOTAL FINANCIAL SAVINGS, 
NET INFLOW SAVINGS INSURED ASSOCIATIONS, 1945-1959
All S & L A ssns. D istrict Nine
U .S . Total U .S . Total (In fpUHons of  dollars) fin m i l ^ ny e f
Year
Per Saving Fin. Savings 
(In billions of dollars) Net Flow
% of Per. 
Savinas
% of  Fin. 
Savinas Net Flow
% of Per. 
Savinas
% of Fin. 
Savinas
1945 28.7 39.5 871.0 3 .0 2 .2 *
1946 12.6 17.6 956.0 7.5 f . 4 54.0 0.4 0.3
1947 4 .0 13.1 971.0 24.2 7 .4 77.0 1.9 0.6
1948 11.0 10.3 976.0 8 .8 9.4 71.0 0.6 0.7
1949 8.5 9.3 1 ,263.0 14.8 13.5 95.0 1.1 1.0
1950 12.6 11.9 1,332.0 10.5 11.1 96 .0 0.7 0.8
1951 17.7 18.3 1,897.0 10.7 10.3 115.0 0.6 0.6
1952 18.9 24.6 2 ,836 .0 15.0 11.5 176.0 0.9 0.7
1953 19.8 22.2 3 ,384 .0 17.0 15.2 217.0 1.0 .9
1954 18.9 20.3 4 ,152 .0 21.9 20.4 273.0 1.4 1.3
1955 17,5 25.6 4 ,549 .0 25.9 17.7 294.0 1.6 1.0
1956 23.0 25.9 4 ,708 .0 20.4 18.1 287.0 1.2 1.0
1957 23.1 27.8 4 ,535 .0 19.6 16.3 339.0 1.4 1.2
1958 23.5 26.0 5 ,767 .0 24.5 22.1 409.0 1.7 1.5
1959 23.1 33.7 6 ,361 .0 27.5 18.8 473.0 2 .0 1.4
SOURCE: Federal Home Loan Bank Board; U . S .  Department Commerce; Saving and Loan League; Economic 
Report of the President, 1960.
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1959— a  new p eak . These sam e net sav ings w ere 0 .3  per cen t of 
na tio n a l fin an c ia l sav ings in  1945 and reached  a  high of 1 .5  per cen t 
in  1958, declin ing  to  1 .4  per cen t in  1959.
Sum m ary
In  C hap ter IV th e  overall growth pattern  of sav ings and loan  
a s so c ia tio n s  w as shown for the  n a tion , and th e  growth of th e  a s s o c ia ­
tio n s  of th e  L ittle Rock D istric t w as re la ted  to  the  national p a tte rn . In 
a s s e t s ,  th e  L ittle Rock D istric t a s so c ia tio n s  grew fa s te r  than  th e ir  
coun terparts  in  any of th e  o ther FHLB d is t r ic ts .  L ittle Rock a s s o c ia ­
tio n s  ranked eleven th  among th e  d is tr ic ts  in  do llar value of a s s e ts  in 
1945 and eighth  in  1959. M oreover, th e  growth in  a s s e ts  of'N inth  
D is tric t a s so c ia tio n s  g rea tly  exceeded  the  national ra te  of growth in  
a s s e t s .
In the  volume of mortgage deb t h e ld , th e  ra te  of growth of 
L ittle Rock a s so c ia tio n s  exceeded  th a t of both  aggregate debt he ld  by 
a l l  m ortgagees and to ta l mortgage debt held  by a l l  sav ings and loan 
a s s o c ia tio n s . The L ittle Rock a s so c ia tio n s  w ere exceeded  among the  
FHIiJ d is tr ic ts  only by San F rancisco  In th e  growth of mortgage debt h e ld .
In th e  ab so lu te  volume o f annual mortgage recordings L ittle Rock 
ranked ten th  in  1945 and six th  in  1959. The ra te  of growth in  mortgage 
record ings by th e  L ittle Rock a s s o c ia tio n s , 1945-1959, su rp assed  th a t 
for a l l  m ortgagees and for a l l  a s so c ia tio n s  of the  n a tio n . Among th e  
d is t r ic ts .  L ittle Rock w as exceeded  only by San F rancisco  and G reensboro
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in  record ings grow th .
A very sim ilar p a tte rn  is  d isce rn ib le  In th e  growth of sav ings 
c a p ita l . In  ab so lu te  te rm s , th e  L ittle Rock a s so c ia tio n s  ranked  ninth  
among th e  d is tr ic ts  in  sav ings ca p ita l In 1945 and seven th  In 1959.
The ra te  of in c re ase  in  sav in g s ca p ita l in  th e  l i t t l e  Rock a s s o c ia tio n s , 
1945-1959, exceeded  th a t for th e  to ta l of a l l  a s so c ia tio n s  of th e  n a tion  
but w as exceeded  by tw o of th e  FHLB d is t r ic t s .
Thus, th e  sav in g s and loan  a s so c ia tio n s  o f th e  l i t t l e  Rock 
D is tric t In th e  period 1945-1959 exh ib ited  a  ra te  of growth genera lly  
su rp ass in g  th a t for th e  n a tio n 's  a s so c ia tio n s  a s  a  w ho le . Their over­
a ll  growth e ith e r ex ceed s or approxim ately eq u a ls  th a t of th e  o ther 
d is t r ic ts ,  w ith  th e  p o ss ib le  excep tion  of San F ran c isco . P articu larly  
during th e  1950s, th e  L ittle  Rock a s so c ia tio n s  grew more rap id ly  th an  
th e ir  com petito rs , such  as. in su ran ce  com panies and com m ercial b an k s , 
in  th e  sav in g s and home financing b u s in e s s . The id en tifica tio n  and 
d isc u ss io n  of th e  c a u sa l fac to rs  involved In th is  re la tiv e  growth w ill 
be d isc u sse d  In th e  follow ing c h ap te r .
CHAPTER V
CAUSAL FACTORS AND SIGNIFICANCE OF THE GROWTH OF 
SAVINGS AND LOAN ASSOCIATIONS
The em ergence of sav ings and loan  a s so c ia tio n s  a s  one of th e  
m ost im portant k inds of fin an c ia l in term ediaries is  one of th e  s ig n ifi­
ca n t econom ic developm ents of th e  p o st WW II w orld . Perhaps th e  
s ig n ific an ce  of th e  im pact of sav in g s and loan  a s so c ia tio n s  is  y e t to  
be  fu lly  com prehended. This ch a p te r , how ever, is  not prim arily con ­
cerned  w ith  th e  s ig n ifican ce  of th e ir  grow th, but w ith  th e  id en tifica tio n  
and a n a ly s is  of th e  c a u sa l fac to rs  in  th e  grow th, both ab so lu te  and 
re la tiv e , o f sav ings and loan  a s so c ia tio n s  in  th e  period  1945-1959.
The id en tifica tio n  and a n a ly s is  of th e  c a u sa l fac to rs in  th e  
growth of sav ings and loan  a s so c ia tio n s  w ill be trea ted  under two 
overlapping and In terdependent d iv is io n s . S ection  I ,  th e  Exogenous 
or Environm ental F ac to rs , w ill an a ly ze  th e  growth of population  and 
u rb an iza tio n , e sp e c ia lly  m etropolitan developm ent; th e  growth o f r e s i ­
d e n tia l home co n s tru c tio n , home ow nersh ip , househo ld  form ation, and 
governm ent housing a c tiv itie s ; and th e  growth and reg ional d istrib u tio n  
of p erso n a l incom e. The foregoing fa c to rs , a l l  of w hich are e s se n tia lly  
ex terna l to  sav ings and loan  a s s o c ia tio n s , have behaved in  such  a 
manner a s  to  g ive r is e  to  a  demand for th e  home financing  se rv ice s  of 
sav in g s and loan  a s so c ia tio n s  In th e  period under s tu d y . The demand
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for th e  home financing  se rv ic e s  of sav in g s and loan  a s s o c ia tio n s  h as  
im pelled  them  to  ta i lo r  th e ir  sh a re s  so  a s  to  induce an  Inflow  of 
s a v in g s . M oreover, th e  m erchandising  te ch n iq u e s  of sav in g s and 
lo an  a s s o c ia tio n s  have  fu rther In c reased  th e ir  home financing  a c t iv i t ie s .
S ec tio n  I I , th e  Endogenous F a c to rs , w ill an a ly ze  th e  re sp o n se  of 
sa v in g s  and  lo an  a s s o c ia tio n s  to  th e  favo rab le  environm ent c rea ted  by 
th e  em erging tren d s  id e n tif ied  in  S ection  I . The two b a s ic  foci w ill be 
on (1) th e  effo rts  of sav in g s and lo an  a s s o c ia tio n s  to  make th e ir  sh a re s  
more a t t r a c t iv e ,  e s p e c ia l  a tten tio n  being  g iven  to  d iv idend  p o lic ie s ; 
and  (2) th e ir  effo rts to  expand th e ir  home financing  s e rv ic e s .
The approach  o u tlin ed  above is  c o n s is te n t w ith  th e  d irec tio n  of 
c a u s e  and e ffec t re la tio n s  in  th e  grow th of sav in g s and  loan  a c t iv i ty . 
The fundam ental moving fo rce  in  th e  grow th of sav in g s and loan  a s s o ­
c ia tio n s  in  th e  period  1945-1959 w as th e  dem and for home m ortgage 
f in an c in g . It is  con tended  h e re  th a t  th e  unpreceden ted  growth in  
sa v in g s  c a p ita l a t  sa v in g s  and  loan  a s s o c ia tio n s  w ould not have  o c -
•
curred  w ithout th e  p re se n ce  of a  v a s t  hom e m ortgage financing  m arket 
in  th e  period  1945-1959 . The p reced ing  d o es  not d en y , of c o u rs e , th a t 
p re fe ren ces  for sh a re s  and th e  inflow  of sav in g s made p o ss ib le  sav in g s  
and lo an  lend ing  on b e tte r  te rm s , h en ce  th e  growth of m ortgage f in an c ­
ing from th a t  d ire c tio n .
C a u sa lity  i s  reco g n ized  here  a s  being  su b tle  and com plex . 
T herefore , i t  i s  assum ed  th a t any co n seq u en ce  such  a s  th e  growth of
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sav ings and loan  a s so c ia tio n s / is  a function of th e  su b tle  In terac tion  
of a large number of c au sa l In flu en ces. The Exogenous o r Environ­
m ental F a c to rs , although recognizab ly  conducive to  th e  growth of 
sav ings and loan a s so c ia tio n s / are  not c a u sa l in  a  d irec t and  im­
m ediate s e n s e . For exam ple, th e  growth of popu la tion , u rban iza tion , 
personal incom e, re s id e n tia l co n s tru c tio n , and home ow nership are 
facto rs w hich co n s titu te  th e  n ecessa ry  p re req u is ites  for th e  growth of 
sav ings and loan  a s s o c ia tio n s . Yet th e ir  growth is  not n e c e ss ita te d  
by the  e x is ten c e  of th e se  environm ental f a c to rs .
There are  more Immediate fac to rs in  the  growth of sav ings and 
loan  a s s o c ia tio n s , such a s  sa v e rs ' p references for sav ings and loan 
sh a res  and home financing se rv ices  re la tiv e  to  th o se  of o th e rs . Thase 
Endogenous F ac to rs , e s se n tia lly  d ividend and loan  p o lic ie s , com bine 
in  a  sub tle  fash ion  w ith  th e  Exogenous Factors to  provide th e  funda­
m ental exp lanation  of th e  growth of sav ings and loan  a s s o c ia t io n s .
The com bination and In terac tion  of th e se  facto rs w ill be d is ­
cu ssed : (1) as  th e  b a s is  for explain ing  th e  growth of sav in g s and loan  
a s so c ia tio n s  in  th e  period 1945-1959; (2) a s  a b a s is  for explain ing  th e  
re la tiv e  growth p a tte rn  of th e  various reg ions; and (3) a s  a  b a s is  for
explaining th e  acce le ra ted  growth of th e s e  a s so c ia tio n s  re la tiv e  to  th a t%
of th e ir  im m ediate co m p etito rs .
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I .  THE EXOGENOUS OR ENVIRONMENTAL FACTORS 
G row th o f P o p u la tio n
The grow th  of p o p u la tio n  In  th e  U n ited  S ta te s  an d  th e  co n tin u in g  
tre n d  to w ard  u rb a n iz a tio n , e s p e c ia l ly  m e tro p o litan  d ev e lo p m e n t, in  th e  
tw o  d e c a d e s  from 1940 to  1960 p ro v id ed  a  c o n d itio n  co n d u c iv e  to  th e  
grow th  o f s a v in g s  an d  lo a n  b u s in e s s .  F u rtherm ore , th e  c h a n g e s  in  
p o p u la tio n  an d  In  a g g re g a te  Incom e a re  a t  l e a s t  som ew hat m u tua lly  
In te rd ep e n d en t; th e re fo re , a  sum m ary ex a m in a tio n  o f  th e  s h if ts  In  
p o p u la tio n  an d  u rb a n iz a tio n  i s  n e c e s s i t a t e d .  A c o n s id e ra tio n  o f 
re g io n a l s h if ts  In Incom e w il l  b e  ex am in ed  in  su b s e q u e n t s e c t io n s .
T ab le  XXXVII show s th e  grow th o f p o p u la tio n  in  th e  v a rio u s  
r e g io n s , 1 9 4 0 -1 9 6 0 . I t  I s  ap p a re n t th a t  a l l  re g io n s  p a r tic ip a te d  in  
th e  v a s t  grow th In  p o p u la tio n . P o p u la tio n  in  th e  L ittle  Rock D is tr ic t  
ro se  from 1 3 .4  m illio n  in  1940 to  1 7 .6  m illio n  in  1960, o r 3 1 .0  p e r  
c e n t ,  a s  com pared  w ith  th e  3 6 .1  p e r  c e n t In c re a s e  for th e  n a tio n  in  
th e  sam e p e r io d . A p p aren tly , th e  ra te  of grow th  in  p o p u la tio n  in  th e  
U n ited  S ta te s  e x c e e d e d  th a t  o f th e  D is tr ic t  th ro u g h o u t th e  p e r io d .
The In c re a s e  In  a b s o lu te  num bers a s  w e ll  a s  th e  ra te  o f  grow th  
for th e  L ittle  Rock D is tr ic t  w a s  n o t c h a ra c te r i s t ic  o f a l l  s t a te s  In  th e  
L ittle  Rock D is t r ic t .  A rk an sas  an d  M is s is s ip p i  e x p e rie n c e d  a  r e la ­
t iv e ly  s ta b le  p o p u la tio n  in  th e  tw o  d e c a d e s ,  w h ile  T e x a s ' p o p u la tio n  
g rew  3 9 .1  p e r  c e n t and  New M e x ic o 's  7 8 .7  p e r  c e n t ,  bo th  g re a te r  th a n  
th e  grow th r a te  o f th e  n a tio n  an d  th e  D is tr ic t  In  th e  p e rio d  1 9 4 0 -1 9 6 0 .
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TABLE XXXVII
POPULATION BY STATES, REGIONS, 1940-1960
(thousands)
S ta te  and  
R ealon 1940 1950 1960
Per c e n t 
In c re a se  
1940-1960
U nited  S ta te s 131 ,669 150 ,697 179,245 3 6 .1
FHLB DISTRICTS
Boston 8 ,2 4 5 9 ,3 1 8 na
New York 17 ,639 1 9 ,766 na
P ittsbu rgh 12 ,068 12 ,851 na
G reensbo ro 17 ,479 2 1 ,963 na
C in c in n a ti 12 ,669 14 ,259 na
In d ian a p o lis 8 ,6 8 4 10 ,377 na
C h icag o 11,045 1 2 ,209 n a
D es M oines 10 ,400 10 ,831 na
L ittle  Rock 13 ,444 1 5 ,2 2 0 17 ,605 3 1 .0
Ark. 1 ,7 5 8 1 ,912 1 ,771 0 .7
L a. 2 ,4 1 3 2 ,6 9 7 3 ,2 3 4 3 4 .0
M is s . 2 ,0 7 9 2 ,1 8 0 2 ,1 6 5 4 .0
N . M . 530 686 947 7 8 ,7
T exas 6 ,8 2 2 7 ,7 4 5 9 ,4 8 9 3 9 .1
Topeka 6 ,5 7 7 6 ,7 8 6
S an F ran c isco 12 ,729 1 8 ,3 0 6
N o rth eas t 3 5 ,9 7 7 3 9 ,4 7 8 4 4 ,2 5 8 2 3 .0
N orth C e n tra l 4 0 ,1 4 3 4 4 ,1 6 1 5 1 ,2 7 5 2 7 ,7
South 4 1 ,6 6 5 4 7 ,1 9 7 5 4 ,4 5 0 3 0 .9
W e st 13 ,883 2 0 ,1 9 0 27,750 9 9 .9
SOURCE: U n ited  S ta te s  Bureau o f th e  C e n s u s .
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L o u is ia n a 's  popu la tion  growth (3 4 .0  p er c e n t) , exceed ing  th e  D is tr ic t ,  
c lo se ly  approxim ated  th e  n a tio n a l growth ra te  in  th e  d ecad e  o f th e  
1940s an d  ex ceed ed  i t  in  th e  d ecad e  o f th e  1950s.
P opu lation  growth w as  more rap id  In th e  S ou th , th e  S o u th w est, 
and  th e  W e s t, th an  In th e  N ortheast and  th e  N orth C e n tra l re g io n s .
The W e st grew  more th an  th ree  tim es a s  rap id ly  a s  th e  o th e r s e c tio n s  
com bined . The South and  W est had 4 2 .1  per cen t o f th e  n a t io n 's  to ta l 
popu la tion  in  1940, 4 4 .5  p e r cen t in  1950, and 4 6 .2  per ce n t in  1960. 
The grow th o f popu la tion  in  a l l  reg ions w as  accom panied  by an  in ­
c rea s in g  u rb an iza tio n  t r e n d .*
U rb a n iz a tio n . The tren d  tow ard in d u s tr ia liz a tio n  and u rb an iza tio n  
h a s  b een  a  c h a ra c te r is tic  fea tu re  of th e  A m erican sc e n e  s in c e  th e  C iv il 
W ar, w ith  th e  U nited  S ta te s  becom ing a  predom inantly  urban n a tio n  In 
th e  d ec ad e  o f th e  1920s. P erhaps u rb an iza tio n  i s  a  more s ig n ific a n t 
fa c to r In th e  growth of sav in g s  and loan  b u s in e s s  th an  mere in c re a s e s  
In p o p u la tio n . I t is  no t co in c id en ce  th a t th e  g re a te s t  d ecad e  o f ex p an ­
s io n  of sav in g s  and  loan  a s s o c ia tio n s  prior to  WW II w as  th e  1920s. 
M is s is s ip p i and  A rkansas h ad  a  d e c lin e  in  p o p u la tio n  in  th e  1940s and  
1950s, bu t b o th , e s p e c ia lly  M is s is s ip p i ,  ex p erien ced  rap id  and e x ten ­
s iv e  grow th in  sav in g s  and lo an  ac tiv ity  w here u rb an iza tio n  tren d s  w ere
1The d a ta  on p o p u la tio n , u rb an iz a tio n , and  m etropolitan  p opu la­
t io n  h av e  b ee n  secu red  e ith e r  from th e  1940, 1950, or 1960 C en su s  
Reports of th e  Bureau o f th e  C en su s  or from ta b le s  co n ta in ed  In th is  
c h a p te r .
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s tro n g .
In  Ja c k so n , M is s is s ip p i ,  for ex am p le , one a s s o c ia t io n ,  th e  
F irs t F ed era l o f Ja c k so n , In c re a s e d  i t s  a s s e t s  from $ 5 .2  m illio n  in  
Ju n e , 1945 to  o v er $83 m illion  in  Ju n e , 1960, th e  la t te r  re p re se n tin g  
o v e r o n e - th ird  o f th e  a s s e t s  in  th e  s t a t e .^  M oreover, i t  h a s  a lre ad y  
b ee n  show n th a t  M is s is s ip p i  had  th e  m ost rap id  grow th  o f sa v in g s  an d  
lo a n  a c t iv i ty  o f any  s ta te  in  th e  N in th  D is tr ic t .  The h igh  ra te  of grow th  
in  sa v in g s  an d  lo an  a c tiv i ty  o ccu rred  in  th e  s ta te  o f  lo w e s t per c a p ita  
incom e and  a  re la tiv e ly  s ta b le  p o p u la tio n . A lthough p o p u la tio n  w a s  
re la tiv e ly  s ta b le  for th e  s t a t e ,  m e tro p o litan  Jack so n  grew  by  ap p ro x i­
m ate ly  112 p e r  c e n t in  th e  perio d  1 9 4 0 -1 9 6 0 . A pparen tly  th e  u rb a n iz a ­
tio n  fac to r  i s  c ru c ia l ,  e s p e c ia l ly  s in c e  i t  is  u s u a lly  a  p a rt o f a  grow th 
com plex  of h o u sin g  and  in c o m e .
U rb an iza tio n  in  1 9 4 0 s . The p o p u la tio n  o f th e  U n ited  S ta te s  g rew  
from 1 31 .7  m illion  in  1940 to  1 5 0 .7  m illion  in  1950, a  14 .5  p er c e n t 
In c r e a s e .
Among th e  s ta te s  o f th e  N inth  D is tr ic t ,  tw o  lo s t  p o p u la tio n : 
M is s is s ip p i  ( - 0 .2  p er cen t) and  A rkansas ( - 2 .0  p e r c e n t) .  L o u is ia n a 's  
ra te  of in c re a s e  w as  13 .5  p e r  c e n t ,  app rox im ate ly  th a t  o f th e  n a tio n . 
N ew  M ex ico  and  T exas w ere  am ong th e  rap id  grow th  a r e a s ,  w ith  r a te s  
o f in c re a s e  o f 2 8 .1  an d  2 0 .2  p e r  c e n t ,  r e s p e c tiv e ly .
^ "S ta tem en t o f C o n d itio n ,"  F irs t F ed era l o f Ja c k so n , June 15,
1960.
There w as a continuation of the urban sh ift In population for a ll 
of th e  regions a s  w ell a s  for the nation a s  follow s:
Per cen t of population In urban areas
1940 1950
N ation 5 9 .0 6 4 .0
N ortheast 76 .6 79.5
North C entral 58 .4 64.1
South 36.7 48 .6
W est 41 .5 69 .8
Ninth D istric t 36 .7 52 .0
A rkansas 22.2 33 .0
Louisiana 41 .5 54 .8
M iss iss ip p i 19.8 27.9
New M exico 33.2 50 .2
Texas 45 .4 62 .7
The South saw su b stan tia l growth In urban areas and n e t lo s se s  
In rural a reas during the  1940s. W ithin th e  Ninth D is tr ic t, th e  per cent 
in c rease  in  urban population ranged from 2 0 .0  to  34 .9  per cen t in  
M is s is s ip p i, L ouisiana, and A rkansas, and to  over 5 0 .0  per cen t In 
New M exico and T exas.
Thus, i t  is  apparent th a t in  1950 a ll of the  s ta te s  in  the Ninth 
D istric t w ere le s s  urban than  the  n a tio n . The urban sh ift in the  South 
during the decade of th e  1940s w as g rea ter in  abso lu te  numbers than
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elsew here . The re la tiv e  sh ift w as second only to  th a t of the  W e st.
The Ninth D istric t w as only 36 .7  per cen t urban in  1940 a s  compared
to  5 2 .0  per cent in  1950. This change rep resen ts  a  g rea te r urban trend
for th e  Ninth D istric t than  for th e  nation  a s  a w hole, v as tly  su rpassing
the four census regions lis te d  above , except the  W est.
M etropolitan Growth. Com plete d a ta  on urbanization  in  the
3decade of the 1950s are not ye t a v a ila b le . However, s ta t is t ic s  on 
the 189 Standard M etropolitan S ta tis tic a l Areas for the 1950s are  a v a il­
able; and m etropolitan s ta tis t ic s  are  e sp ec ia lly  pertinen t, s ince  the 
growth of such urbanized p laces i s  conducive to  th e  growth of a c tiv itie s  
on w hich savings and loan a s so c ia tio n s  th riv e . As of 1959 more than  41
per cen t of a ll savings and loan a s s e ts  w ere found in ten  m etropolitan 
4a re a s .
The population of the 189 Standard M etropolitan S ta tis tic a l Areas 
of the  United S ta tes  to ta led  about 108.9 m illion In 1960, according to  a
5
prelim inary report by the  Bureau of th e  C en su s . This rep resen ts  more 
than  60 per cen t of th e  to ta l population of the  50 s ta te s .  Among th e  189
Howard G . Bruns man, C hief of the  Population D iv ision , Bureau of 
th e  C en su s , Informed th e  w riter th a t such data  w ill not be ava ilab le  un til 
la te r ,  possib ly  mid 1961.
^Savings and Loan Fact Book (Chicago: U nited S ta tes  Savings and 
Loan League, 1959), p . 77 .
®A11 data  herein  are derived from a prelim inary report—C B 6 0 -3 7 -- , 
Bureau of th e  C e n su s .
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C
S tandard  M etro p o litan  S ta t i s t ic a l  A re a s , 180 g a in ed  po p u la tio n  and  
n ine  lo s t  p o p u la tio n  in  th e  perio d  1950-1960 . N one o f th e  lo s s e s  w ere  
in  th e  South o r W e s t . The p relim inary  p o p u la tio n  fig u re s  show ed  an
7
In c re a s e  of 2 6 .4  m illion  o ver 1950 for th e  50 s t a t e s ,  o f w h ich  2 1 .3  
m illio n , or 80 p er c e n t ,  o ccu rred  w ith in  th e  M etro p o litan  a r e a s .  The 
com bined p o p u la tio n  o f S tandard  M etro p o litan  A reas In c re a se d  by 
2 1 ,2 9 3 ,5 2 2 , o r 2 4 .3  p er c e n t .  In th e  1 9 5 0 s. Among th e  225 c e n tra l 
c i t ie s  of S tandard  M etropo litan  S ta t i s t ic a l  A re a s , 153 g a in ed  an d  72 lo s t  
p o p u la tio n . N one o f th e  lo s s e s  w ere  In  th e  S o u th . The p o p u la tio n  o u t­
s id e  c e n tra l c i t ie s  in c re a se d  by on ly  8 .0  p er c e n t .  T h ese  r a te s  com pare 
w ith  th e  in c re a s e  of 18 .5  p er c e n t In to ta l  p o p u la tio n  for th e  50 s ta te s  
from 1950 to  1960.
T able XXXVIII c o n tra s ts  th e  M etro p o litan  p o p u la tio n  in  th e  N inth  
D is tr ic t  w ith  th a t  of th e  o th e r broad  c e n su s  re g io n s  of th e  n a tio n  for 
th e  p erio d  1940-1960 . O nly five  of th e  tw e n ty -o n e  S tandard  M etropo litan  
S ta t i s t ic a l  a re a s  In th e  N inth  D is tr ic t had  a  sm a lle r  p e rcen tag e  in c re a s e  
in  p o p u la tio n  th a n  th e  n a tio n  in  th e  1 9 5 0 s . The p e r c e n t In c re a s e  for th e  
l i t t l e  Rock D is tr ic t  w as  1 53 .9  for th e  period  1 9 40-1960 , co n s id e rab ly
e
wE xcept in  New England w here  SMSA have b ee n  d efin ed  on  a  tow n 
ra th e r  th a n  a  coun ty  b a s i s , a  S tandard  M etro p o litan  S ta t i s t ic a l  Area Is  
a  coun ty  o r group o f co n tig u o u s c o u n tie s  w h ich  c o n ta in s  a t  le a s t  one 
c ity  o f 5 0 ,0 0 0  in h a b ita n ts  or m ore, w h ich  te n d s  to  s o c ia lly  and  
eco n o m ica lly  In teg ra te  th e  co n tig u o u s a r e a s .
7
Now show n a t  2 8 .5  m illio n .
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TABLE XXXVIII
UNITED STATES AND NINTH DISTRICT 
METROPOLITAN POPULATION, 1940, 1950, 1960
Area 1940 1950 1960
Per cen t 
in c rease  
1940-1960
U nited S ta tes 63 ,339 ,893 87 ,579 ,138 108,872,743 71 .9
Ninth D istric t 2 ,795 ,922 5 ,244 ,566 7 ,099 ,693 153.9
Albuquerque 145,673 260,138 78.6*
Amarillo 53,463 87,140 148>505 177.8
Austin 106,193 160,980 211,292 9 9 .0
Baton Rouge 158,236 228,095 44.1*
Beaumont-
Port Arthur 138,608 235,650 304,194 119.5
Corpus C hrlstl 70,677 165,471 219,002 209.5
D allas 376,548 743,501 1,073 ,661 285.1
El Paso 115,801 194,698 310,690 168.3
Port Worth 207,677 392,643 568,484 173.7
G alveston 71,677 113,066 138,196 92 .8
Houston 510,397 706,701 1,234 ,868 141.9
Jackson 88,003 142,164 186,572 112.0
Laredo 56,141 64,847 15.5*
Little Rock- ■
N . Little Rock 126,724 196,185 239,480 89 .8
Lubbock 101,048 155,485 53.9*
New O rleans 540,030 685,405 860,205 59 .3
San Angelo 58,929 63,415 7.6*
San Antonio 319,010 500,460 683,262 114.2
Shreveport 216,286 280,232 29.6*
W aco 130,194 148,336 13,9*
W ichita F alls 71,114 105,309 124,783 75.5
N ortheast 2 7 , t t 3 , J S l 30 ,948 ,747 34 ,407 ,196 26 .4
North C entral 18 ,242 ,582 25 ,089 ,345 30 ,782 ,392 68.7
South 10,095,433 18 ,437 ,344 24 ,547 ,303 143.2
W est 8 ,320 ,988 13 ,067 ,702 19 ,135,769 130.0
♦These areas did not become a SM8A un til 1950; therefore 1960 population 
Is shown a s  a  per cen t of 1950 population .
SOURCE; United S ta tes  Bureau of th e  C e n su s .
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higher th an  th e  7 1 .9  per cen t for th e  nation; an d , i t  is  In marked 
co n tra s t to  th e  3 1 .0  per cen t in c rease  in  to ta l population  for the  
D is tr ic t, w hich  w as le s s  th an  th e  3 6 .1  per cen t In c rease  for th e  n a tio n . 
The 153.9  per cen t in c re a se  in  Ninth D is tric t m etropolitan  population  is  
h igher th an  the  143.2  per cen t in c re a se  for th e  en tire  Sototh; and i t  is  
su b s tan tia lly  h igher th an  th e  2 6 .4  per cen t for th e  N o rth eas t, 6 8 .7  per 
cen t for th e  North C en tra l, and 130 .0  per cen t in  th e  W e st.
Although th e  In c rease  in  population  in  th e  Ninth D istric t during 
th e  1940s and 1950s w as som ew hat le s s  th an  for th e  n a tio n , th e  in ­
c re a se  in  th e  population  in  SMSA w as g rea te r th an  th a t for th e  n a tio n .
It is  contended  here th a t th e  growth of SMSA is  more s ig n ifican t for th e  
growth of sav in g s and loan  a s s o c ia t io n s . A ccelera ted  growth in  th e  
m etropolitan  population  i s  be lieved  to  be a  m ajor factor in  th e  ac ce le ra te d  
growth of sav ings and loan  b u s in e ss  in  th e  N inth D is tr ic t. It Is  th is  
phenom enon ju s t  d escrib ed  th a t is  a s so c ia te d  w ith  Increasing  Income and 
the-grow th in  demand for urban h o u sin g , both of w hich co n s titu te  th e  
b a s e s  of sav in g s and loan  a c tiv ity . The growth of population  in  rural 
a rea s  is  o f l i t t le  co nsequence  for sav in g s and loan  a s s o c ia tio n s .
Perhaps a  m ost s ig n ifican t fac to r in  th e  reg iona l growth o f sav in g s 
and loan  a s so c ia tio n s  em erges w hen m etropolitan  population  for th e  1940s 
and 1950s i s  broken down by FHLB d is tr ic ts  in  Table XXXIX. I t i s  apparent 
th a t th e  trend  tow ard m etropolitan  developm ent does not c lo se ly  p a ra lle l 
th e  ra te  of growth of to ta l population  in  th e  various FHLB d is t r ic ts .
TABLE XXXIX




% increase in 
metropolitan 
population
Metropolitan as  % 
of to tal 
population
% increase In 
to tal 
population
1940 1950 1960 194060 195060 1940 1950 1960 194060 19S060
Boston #1 6,104,930 6 ,312,566 7,038,915 3.4 11.5 4 .6 4 .2 4 .0 9.8 10.2
New York #2 14,481,618 16,278,932 18,428,426 12.4 13.2 11.0 10.8 10.4 13.1 18.0
Pittsburgh #3 7,153,389 9,201,157 10,146,446 42.4 10.3 5.4 6.1 5.7 10.2 12.7
Greensboro $3 5,471,227 9,353,726 13,067,036 70.9 39.7 4 .2 6 .2 7 .4 17.9 20.0
Cincinnati 45 4,992,855 6,880,292 8,411,183 37.8 22.2 3.8 4.5 4.7 8 .1 10.0
Indianapolis 46 4,624,622 7,214,968 8,976,319 56.0 24.4 3.5 4.8 5.1 18.0 20.0
Chicago 47 6,258,052 7,813,677 9,144,766 24.4 17.0 4.8 5 .2 5 .2 9 .9 14.5
Des Moines 48 3,136,290 4,115,279 4,978,758 31.2 21.0 2.4 2.7 2.8 2.5 6.4
Little Rode 49 2,795,922 5,244,566 7,099,693 87.6 35.4 2.1 3.5 4 .0 12.0 14.6
Topeka 410 1,783,543 2,684,462 3,621,626 50.5 34.9 1.4 1.8 2 .0 4 .8 13.2
San francisco  411 6,537,445 12,224,713 17,834,743 87 .0 45.9 5 .0 8.1 10.0 31.5 35.7
United States 63,339,893 87,579,138 108,872,743 38.3 24.3 48.1 57.9 61.3 14.5 18.5
Northeast 27,218,291 30,948,747 34,407,196 13.7 11.0 75.6 78.4 77.7 9 .6 12.1
North Central 18,242,582 25,089,345 30,782,392 37.5 22.7 45.4 56.4 60.0 10.8 15.3
South 10,095,433 18,437,344 24,547,303 82.6 33.1 22.4 39.1 45.1 13.3 15.4
W est 8,320,9B8 13,067,702 19,135,769 57.0 46.4 59.9 64.7 69 .0 45.4 37.4
SOURCE: Derived from data of the Bureau of the C ensus, U . S .  Department Commerce
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In th e  period 1940-1960, th e  g re a te s t percen tage In c rea se s  In 
m etropolitan  population  among th e  FHLB d is tr ic ts  occurred  in  L ittle  Rock 
(87 .6  per cen t in  th e  1940s and 3 5 .4  per cen t in  th e  1950s), G reensboro 
(70 .9  per cen t in  th e  1940s and 3 9 .7  per cen t in  th e  1950s), and San 
F rancisco  (87 .0  per cen t in  th e  1940s and 4 5 .9  per cen t in  th e  1950s). 
M etropolitan  population  in  th e se  th ree  d is tr ic ts  grew  alm ost tw ice  a s  
rap id ly  a s  in  any of th e  o ther d is t r ic ts .  Although an  in c reas in g  propor­
tio n  of to ta l population  in  a ll  d is tr ic ts  from 1940 to  1960, m etropolitan 
population  In th e se  th ree  d is tr ic ts  show ed th e  g re a te s t ch an g e , r is in g  
from 2 .1  to  4 .0  per cen t in  L ittle Rock, from 4 .2  to  7 .4  per cen t in 
G reensboro , and from 5 .0  to  10 .0  per cen t in  San F ran c isco .
Table XL ranks th e  d is tr ic ts  in  m etropolitan population  growth 
according  to  both ab so lu te  and re la tiv e  in c re a s e . The San F ran c isco , 
G reensboro and L ittle  Rock D is tr ic ts  had  both th e  g re a te s t ab so lu te  and 
re la tiv e  in c re a se s  In m etropolitan popu la tion .
The re levan t im plica tion  for sav in g s and loan  a s so c ia tio n s  of a 
rap id ly  in c reasin g  popu la tion , growth in  u rb an iza tio n , and  more e sp e c ia lly  
in creasin g  m etropolitan grow th . Is the  dem and for housing crea ted  by 
th e s e  deve lopm ents. M oreover, th e  demand for urban housing w as g rea te r 
in  a l l  a reas  in  th e  postw ar era  b ecau se  of th e  very 11 mltedcfcmount of home 
co n stru c tio n  In th e  1930s and th e  w ar y ea rs  o f 1941-45 .
The Growth of R esiden tia l C onstruc tion
The fac to rs enum erated in  th e  preceding  paragraphs genera ted  a 
trem endous dem and for re s id e n tia l housing  in  th e  postw ar y e a r s . These
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TABLE XL
METROPOLITAN POPULATION BY FHLB DISTRICT, 1940-1960
D istric t
Per cen t 
rank
Per cen t 





Boston 11 15.3 11 933,985
New York 10 27 .2 5 3 ,9 4 6 ,8 0 8
Pittsburgh 9 41 .8 7 2 ,9 9 3 ,0 5 7
G reensboro 3 138.8 2 7 ,5 9 5 ,8 0 9
C incinna ti 6 70 .8 6 3 ,1 4 8 ,3 2 8
Indianapolis 5 9 4 .1 3 4 ,3 5 1 ,6 9 7
C hicago I 46 .1 8 2 ,8 8 6 ,7 1 4
D es M oines 7 58 .7 9 1 ,8 4 2 ,4 6 8
Little Rock 2 153.9 4 4 ,3 3 0 ,7 7 1
Topeka 4 103.1 10 1 ,838 ,298
San F rancisco 1 172.8 1 11 ,297 ,298
SOURCE: D erived from preceding  ta b le s .
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facto rs  w ere augm ented by o ther fac to rs  w hich tended  to  sw ell th e  
demand for urban h o u sin g , such a s  the  in c reasin g  m arriage r a te , th e  
growing s iz e  of th e  average fam ily, and th e  exodus to  "S uburb ia ."
Home Ownership and H ousehold Form ation. There w as an  in ­
c reas in g  trend  tow ard home ow nership and  an  In crease  in  th e  ra te  of 
household  form ation in  urban a re a s , e sp ec ia lly  in  th e  period 1945-1959.
The proportion of fam ilies owning th e ir  own homes tended  upward over
o
tim e a s  shown below:
Year Omifid. Rented
1890 3 6 .9 63 .1
1930 45 .3 5 7 .7
1940 41 .4 5 8 .9
1950 5 3 .4 4 6 .6
1959 6 1 .0 3 9 .0
The trend  in  home owning is  a  b a s ic  econom ic developm ent o f th is  cen tu ry . 
M oreover, home ow nership is  found in  a ll  incom e q u in tile s  bu t more 
commonly among the  higher q u in ti le s . The per cen t o f ow nership among 
th e  low est and h ig h est q u in tile s  w as 46 per cen t and 79 per c e n t, re sp e c ­
tiv e ly , in  1959. The th ird  and h ighest q u in tile s  made sig n ifican t g a in s  in
Q
th e  proportion of home ow nership a fte r 1954.
8D ata f irs t co llec ted  in  1890 by U . S . Departm ent of Com m erce, 
Bureau of C en su s D ata .
® "Survey o f Consum er F in a n c e s ,11 Federal Reserve B ulletin  
(W ashington: Board of G overnors of th e  Federal Reserve System , 
Septem ber, 1959), p p . 1097-1114.
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C lo se ly  a llie d  w ith  th e  growth o f popu la tion , u rb an iza tio n , and 
Increasing  home ow nership  is  th e  in c reasin g  ra te  o f household  forma­
tio n  in  urban a re a s . The number of househo lds in  th e  U nited S ta te s  ro se  
from 1 5 ,9 9 2 ,0 0 0  in  Ju ly , 1900, to  5 1 ,3 0 2 ,0 0 0  In M arch, 1 9 5 9 . In th e  
1950s, nonfarm households In creased  a t an  average  ra te  of about 1 ,0 0 0 ,0 0 0  
per y e a r, w M le th e  number o f farm househo lds dec lined  a t  an  annual ra te  
of about 100 ,000 .
Government and H ousing . Many fac to rs In te rac t in  su b tle  com bina­
tio n s to  promote th e  growth of sav ings and lo an  a s s o c ia t io n s . C erta in ly  
th e  fac to rs  affec ting  th e  growth of housing  v ita lly  in fluence th e  growth of 
sav ings and loan  a s s o c ia t io n s . Governm ent p o lic ie s  in  th e  f ie ld  of 
housing co n s titu te  a  c a se  in  p o in t. Prior to  th e  1930s s ta te  governm ents 
concerned th em selv es e s se n tia lly  w ith  regu la ting  ce rta in  ty p es  of mort­
gag es and le n d e rs , and  th e  Federal governm ent la rgely  Ignored th e  housing
f ie ld . Beginning in  th e  1930s, how ever, th e  Federal governm ent ln s t l -
•#
tu te d  major p ie c e s  of le g is la tio n  effec ting  th e  follow ing: c rea tio n  of th e  
Federal Home Loan Banking S ystem , th e  in su ran ce  of sav ings and loan  a c ­
co u n ts , FHA m ortgage In su ran ce , and th e  F ederal N ational M ortgage A sso­
c ia tion ; and a fte r  WW n  th e  VA program , expansion  of th e  functions o f th e  
FNMA, and tire es tab lish m en t of th e  H ousing and Home F inance A g en cy .11
10See Economic Report of th e  P residen t (W ashington: U nited S ta te s  
G overnm ent Printing O ffice , 1960), p p . 8 8 -9 1 .
1 * Arthur S . Link. American Enoch (New York: Alfred A. Knopf, 1958), 
se e  C hap ters  18, 19, 20 , 25 , and 27 .
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The F ed era l H ousing  A d m in is tra tio n , c re a te d  by  th e  N a tio n a l 
H ousing  A ct o f  1934, fu n c tio n s  p rim arily  to  p rov ide  a  sy s tem  o f m utual 
m ortgage In s u ra n c e . C on tra ry  to  co n v e n tio n a l n o t io n s , th e  FHA d o es  
no t lo a n  m oney . E s s e n tia l ly , th e  FHA Is  a n  a g en cy  for p la c in g  th e  
c re d it  o f th e  fed e ra l governm ent b eh in d  th e  In d iv id u a ls  w ho borrow  from 
p riv a te  len d in g  in s t i tu t io n s . G overnm ent in su ra n c e  w a s  d e s ig n e d  to  
m ake more c re d it  a v a ila b le  fo r th e  f in an c in g  o f h o m e s . The low er down 
paym en ts and  lo n g e r m a tu ritie s  p io n e ered  by th e  FHA m ade I t  p o s s ib le  
for more p eo p le  to  buy an d  b u ild  h o m e s .
4
The N a tio n a l H ousing  A ct o f 1934 h ad  o th e r  o b je c tiv e s  w h ich  In 
co n ju n c tio n  w ith  th e  foregoing  h av e  s u b s ta n tia l ly  ch a n g ed  hom e m ortgage 
f in a n c in g . The o th e r  p u rp o se s  w ere :
The acco m p lish m en t o f c e r ta in  reform s In  m ortgage 
len d in g  p r a c t ic e ,  th e  encou ragem en t o f Im provem ent o f 
h o u sin g  s ta n d a rd s  an d  c o n d itio n s , th e  p ro v is io n s  o f a 
sy s tem  o f m utual m ortgage In su ra n c e , th e  developm ent of 
a  n a tio n a l m arket for m o rtg a g e s , an d  an  In c re a s e  In  liq u id ity  
o f  m o rtg a g e s . 12
The program s o f th e  N a tio n a l H ousing  Act brought ch a n g e s  an d  reform s in  
th e  hom e m ortgage fin an c in g  b u s in e s s  an d  a s  a  c o n se q u e n c e  brought 
m ore c a p ita l  in to  th e  m ortgage m ark e t, e s p e c ia l ly  from com m ercia l b a n k s . 
The g u a ran ty  o f lo a n s  by  governm ent h a s  brought g e n e ra lly  lo w er in te re s t  
r a te s  on  hom e m o rtg ag e s . M oreover, a  m easu re  o f u n ity  in  In te re s t r a te s  
and  req u irem en ts  for a c c e p ta b le  m ortg ag es h a s  b e e n  brought In to  th e  hom e
12Erwin W . B oehm ler. F in a n c ia l In s titu t io n s  (Homewood: R ichard  
D . Irw in , I n c . ,  1956), p p . 4 5 7 -4 5 8 .
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m ortgage m ark e t. M ore s ta n d a rd iz a tio n  e f  m ortgage lo a n  te rm s , 
le n d in g  p la n s , and  borrow er req u irem en ts  e x is t  now th a n  a t  any  tim e 
in  th e  p a s t .
In  co n se q u e n c e  o f th e  FHA, th e  hom e m ortgage m arket h a s  more 
liq u id ity , an d  th e  re so u rc e s  o f In su ra n ce  co m p an ies  and  com m ercial 
bank ing  h av e  b e e n  brought In to  th e  hom e m ortgage m ark e t. "The com ­
m erc ia l b an k s  an d  life  In su ran ce  co m p an ies  ho ld  In th e ir  p o rtfo lio s
1 1ap p ro x im ate ly  60 p e r  c e n t of a l l  FHA lo a n s  o u ts ta n d in g ."  In  re c o g n i­
t io n  o f  th e  s a lu ta ry  in f lu e n c e  o f th e  FHA o n  th e  m ortgage m ark e t, a  
sp e a k e r  a t  a  m eeting  o f th e  A m erican B ankers A sso c ia tio n  o b se rv ed :
M uch o f th is  e x c e lle n t reco rd  (m ortgage ex p e rien ce ) 
is  due  to  th e  p a tte rn  s e t  up  by  FHA w hen  I t  s ta r te d  In  th e  
m ortgage b u s in e s s . . . .  I t  ch an g ed  a  g re a t m any o f th e  
o ld  p r a c t i c e s . F i r s t , I t In it ia te d  In to  g e n e ra l u s e  th e  s in g le  
m onthly paym ent w h ich  In c lu d ed  In te r e s t ,  am o rtiz a tio n , 
t a x e s ,  f ire  in s u ra n c e , an d  ev e n  w a te r  p ay m e n ts . . . .
S eco n d , i t  ta u g h t u s  to  ch e ck  th e  c re d it o f th e  p u rc h a s e r . . . . 
T h ird , I t ta u g h t u s  to  rev iew  th e  a re a  In  w h ich  a  developm ent 
w a s  to  b e  c o n s tru c te d . T oday , w e do  not approve h igh  
p ric e d  h o u se s  In  a n  a re a  com m itted  to  s u b s ta n tia lly  lo w er-  
p r ic e d  h o u s e s . 14
I t w ould  b e  d ifficu lt to  o v e rs ta te  th e  rev o lu tio n iz in g  Im pact o f  th e  
FHA upon th e  hom e m ortgage fin an c in g  m ark e t.
V arious o th e r  governm en ta l program s w ere  d e s ig n e d  to  m ake a v a i l ­
a b le  m ortgage c re d it to  p o te n tia l hom e ow ners o n  e a s y  c re d it  te rm s , for
1 3 n> id .. p .  4 6 0 .
*4John A d lk es , "How M uch D anger in  M ortgage C r e d i t ,11
P ro ceed in g s  T enth  N a tio n a l C red it C o n fe ren ce  (New York: A m erican
B ankers A s so c ia tio n , 1958), p p . 4 5 -4 6 .
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exam ple th e  VA program . M oreover, th e  F ed era l N a tio n a l M ortgage 
A sso c ia tio n  w a s  e s ta b lis h e d  b y  C o n g ress  in  1938 to  p rov ide seco n d ary  
m arket f a c i l i t ie s  for FHA m ortgages; a n d , s in c e  1944, VA m o rtg ag es .
In  1954 th e  o p e ra tio n s  o f th e  FNMA w ere  re v is e d . I t  now h a s  th re e  
fu n c tio n s : (1) to  en g ag e  In  seco n d ary  m ortgage m arket o p e ra tio n s ,
(2) to  en g ag e  In  s p e c ia l  a s s is ta n c e  program s a t th e  d ire c tio n  of th e  
P re s id en t and  C o n g re s s , and  (3) to  en g ag e  in  m anagem ent and  l iq u id a ­
t io n  fu n c tio n s  for VA g u a ran teed  m o rtg ag e s .
P erhaps th e  m ost s ig n if ic a n t developm ent In  governm en tal promo* 
t io n  o f h o u s in g , and  h en c e  th e  grow th and  developm ent o f sa v in g s  and  
lo a n  a s s o c ia t io n s ,  w a s  th e  e s ta b lish m e n t o f a  seco n d a ry  re se rv o ir  of 
c re d it  for hom e m ortgage fin an c in g  In s t i tu t io n s .  A d is c u s s io n d f  th e  
c irc u m sta n c e s  o f o rig in  and  th e  p u rp o ses  and  fu n c tio n s  o f  th e  FHLB 
S y stem  w il l  s e rv e  to  I l lu s tra te  th is  p o in t .
O rig in . The econom ic c r i s i s  of th e  1930s ex p o sed  many w eak ­
n e s s e s  in  th e  n a t io n 's  f in a n c ia l and  c re d it s tru c tu re . The supp ly  o f lo n g ­
te rm  c re d it for home m ortgage fin an c in g  w as  one  o f th e  c r i t ic a l  a r e a s .  
D uring th e  f in a n c ia l c r i s i s  o f th e  1 9 3 0 s, sa v in g s  in s t i tu tio n s  h a d  a  poor 
perfo rm ance for tw o p r in c ip a l re a s o n s : (1) th e y  w ere  fo rced  to  d e fe r 
paym ent o f w ith d raw al re q u e s ts  on a  la rg e  s c a l e , an d  (2) th e re  w a s  a  
s e v e re  cu rta ilm en t o f  th e  volum e o f c red it go ing  in to  th e  hom e m ortgage 
m a rk e t. An a ttem p t to  am elio ra te  th e s e  co n d itio n s  brought th e  F ed era l 
Home Loan Bank S ystem  in to  b e in g .
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P u rp o ses  and F unctions o f  th e  FHLR S v i f m . The F ed era l Home 
Loan Bank Act o f 1932 ts t& b lish ed  th e  f irs t  n a tio n a l re se rv e  c red it 
sy s tem  fo r sa v in g s  In s titu tio n s  s p e c ia lis in g  in  hom e m ortgage f in a n c in g . 
The F edera l Home Loan Bank System  p ro v id es a  perm anent sy s tem  of 
re se rv e  ban k s for e lig ib le  th r if t  in s t i tu t io n s , such  a s  th e  sa v in g s  and  
lo a n  ty p e , sa v in g s  b a n k s , and  In su ran ce  co m p an ie s , engaged  in  long ­
term  hom e m ortgage f in an c in g .
P rior to  1932 sa v in g s  in s t itu tio n s  w ere  w ithou t a  d ep en d ab le  
so u rce  o f re se rv e  c re d it a v a ila b le  to  m eet lo c a l dem ands for financ ing  
m ortgage lo an s  o r  w ithd raw al dem ands in  e x c e s s  of th e ir  own Im m ediate 
f in a n c ia l r e s o u rc e s .  W hen th e  F ed era l R eserve S ystem  w as  o rg an ized  
in  1913, one of i t s  m ain o b je c tiv e s  w a s  to  p rovide a n  e la s t ic  sh o r t­
term  c re d it  supp ly  for A m erican In d u s try , a g r ic u ltu re , and  com m erce.
No p ro v is io n  w as  m ade in  th e  F ed era l R eserve S ystem  for p rov id ing  an  
e la s t ic  supp ly  o f  hom e m ortgage c re d i t .  T hus, th e  F edera l Home Loan 
Bank System  w a s  th e  f ir s t  m ajor a c tio n  by th e  F ed era l G overnm ent to  f il l  
th is  n e e d .
A lthough th e re  w as  no sp e c if ic  s ta tem en t o f th e  pu rpose  o f th e  
F ed era l Home Loan Banks in  th e  F ed era l Home Loan Bank Act of 1932, 
th e  F ed era l Home Loan Bank a u th o rit ie s  h av e  from tim e to  tim e s e t  forth 
th e  p u rp o ses  o f th e  S y s te m .15 The follow ing th re e  q u o ta tio n s  w ill
15F irs t A nnual Report (W ashington: H ousing  and  Home F inancing
A gency , 1947), p a rt I II , p .  6 .
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e s ta b lish  th e  cen tra l purposes of th e  S ystem .
The f irs t duty of th e  banks i s  to  provide add itional 
liqu id ity  to  th e  home financing  in s titu tio n s  by advances 
av a ilab le  to  them  w hen an  unusual demand for sa v e rs ' 
funds o c c u rs . . . .  The second  duty of th e  Federal Home 
Loan Banks i s  to  meet th e  recurring needs of members for 
more lendab le  funds than  th e  im m ediate inflow  o f sav ings 
can  supp ly .
As a re su lt of . . . s tu d ies  and co n fe ren ces , th e  Board • 
(FHLBB)* has c la rified  some b a s ic  co n cep ts  re la tin g  to  th e  
S ystem 's operations:
1 . The Federal Home Loan Banks are  cen tra l banking 
In stitu tio n s and must be operated  a s  s u c h .
2 . The primary resp o n sib ility  of th e  Banks i s  to  provide 
funds to  a s s i s t  th e ir  members in  m eeting w ithdraw al re q u e s ts .
3 . A supplem ental or secondary  function  i s  to  s ta b iliz e  th e  
needs of members for funds w ith  w hich to  make home mort­
gag es w hen th e  flow o f sav ings and mortgage repaym ents are  
In su ff ic ie n t.
4 . The amount of ne t earn ings of a Bank and th e  ab ility  to  
pay com petitive d iv idends on ca p ita l stock are secondary  to  
th e  ob liga tion  to  serve  th e  needs of th e  m em bers.17
The Federal Home Loan Bank System  w as crea ted  to  
provide a perm anent system  of re se rv e  banks for e lig ib le  
th rift in s titu tio n s  of th e  sav ings and loan  ty p e , sav ings 
b an k s , and in su rance  com panies engaged in  sound and 
econom ical home fin an c in g . The Banks provide advances 
to  th e se  in s titu tio n s  for th e  purpose of m eeting w ithdraw al 
dem ands and to  ^ e t  se a so n a l needs for add itiona l home 
mortgage funds.
Another Important function of th e  Federal Home Loan Banks is  th e  
tran sfe r of funds from a rea s  in  w hich the re  is  a su rp lus to  a rea s
I6The Federal Home Loan Bank System  1932-1952 (W ashington: The 
Federal Home Loan Bank Board, 1952), p . 3 .
17News and ViewB. Federal Home Loan Bank Board, D ecem ber 13,
1955.
1 ^ Annual Report (W ashington: Federal Home Loan Bank Board,
1956), p .  11.
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exp erien c in g  a  dearth  of fu n d s , th e reb y  fa c ilita tin g  th e  flow o f c r e d i t .
This is  acco m p lish ed  by u tiliz in g  in te rb an k  d e p o s its  to  tra n s fe r  funds
from one F ederal Home Loan Bank to  an o th e r . A more b a s ic  re a so n  for
th e  c rea tio n  o f th e  FHLB System  w as to  provide a m eans through w hich
home m ortgage lending  in s titu tio n s  might have  a c c e s s  to  supp lem en ta l
funds in  th e  c a p ita l m ark e ts . To o b ta in  funds from th e  c a p ita l  m ark e ts ,
w hen th ey  are  n eed ed , th e  Board is s u e s  co n so lid a ted  o b lig a tio n s  of a l l  
19th e  B anks.
Through th e  u til iz a tio n  of in te rbank  b a la n c e s  and tapp ing  th e  
c a p ita l m arkets by se llin g  co n so lid a ted  o b lig a tio n s , th e  FHLB System  
fa c i l i ta te s  th e  growth of sav in g s  and lo an  a s s o c ia tio n s  in  th e  more 
rap id ly  grow ing d is t r ic ts .  A sso c ia tio n s  in  th e  N inth  D is tr ic t (a d i s ­
tr ic t  w here th e  rap id  growth in  incom e and u rb an iza tio n s  h av e  g iven  
r is e  to  a heavy  dem and for home m ortgage financing) h av e  made ex te n s iv e  
u til iz a tio n  of funds a v a ila b le  through th e  FHLB S y stem . W here th e  dem and 
for home m ortgage financing  ex cee d s  th e  supp ly  o f sa v in g s  in  sav in g s  and 
lo an  a s s o c ia t io n s ,  e i th e r  on a  s e a so n a l or c y c lic a l b a s i s ,  th e  FHLB 
System  m akes funds a v a ila b le . T hus, th e  more rap id  grow th in  home 
m ortgage financ ing  by N inth D is tr ic t a s s o c ia tio n s  w as m ade p o s s ib le ,  
a t le a s t  in  p a r t , by th e  funds made av a ila b le  from th e  FHLB S y stem .
From th e ir  e s tab lish m en t in  1932 to  1959, th e  e le v e n  F ederal
*9Annual Report (W ashington: F ederal Home Loan Bank Board,
1959), p .  15.
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Home Loan Banks advanced nearly  $13 b illio n  to  th e ir  member in s titu tio n s , 
of w hich over $2 b illio n  w as ou tstand ing  a t th e  c lo se  of 1959. Member 
in s titu tio n s  rece ived  $2 b illio n  In ad v an ces during 1959, rep resen ting  
th e  la rg e s t do lla r volume of advances in  any y ea r in  th e ir  h is to ry .
Ten is s u e s  of co n so lid a ted  o b lig a tio n s , to ta lin g  $ 1 .8  
b illio n , w ere offered by th e  Federal Home Loan Bank Board 
during 1959, each  of w hich w as over su b sc rib ed . C on­
so lid a ted  Federal Home Loan Bank ob liga tions aggregating  
$ 1 1 .3  b illio n  have been  m arketed s in c e  th e  f irs t is s u e  in  
1 9 3 8 .20
Figure 8 sum m arizes th e  lending  and borrowing operations of th e  
Federal Home Loan B anks, 1945-1959. The trend  in  both  borrowing and 
lending h as  been  ra th e r co n s is te n tly  upw ard. There w ere periods of 
a c c e le ra te d  borrow ing, e sp e c ia lly  in  1948, 1950, 1955, and 1959.
The d ec ided  spurts in  lending and borrowing more or le s s  c o in c id i w ith  
th e  beginn ings of pronounced in fla tionary  movements in  th e  economy 
during the  postw ar perio d . D ep o sits  o f member in s titu tio n s  tended  to  
d ec lin e  during periods of m onetary re s tra in t and tended  to  in c re a se  during 
ea sy  money p e r io d s .
It is  apparen t th a t th e  Federal Home Loan Bank System  h as  been  a 
b a s ic  fac to r in  th e  c red it expansion  by sav ings and loan  a s so c ia tio n s  in  
th e  period 1945-1959. S ig n ifican tly , th e re  i s  a to ta l ab sen ce  of any 
d irec tio n  by law  for th e  Federal Home Loan Bank System  to  function a s  an  
agency  of econom ic s ta b iliz a tio n . The System  w as  d es ig n ed  a s  a  source
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FIGURE 5 -  FEDERAL HOME LOAN BANKS TRENOS IN 
ADVANCES, CONSOLIDATED OBLIGATIONS 
AND MEMBER DEPOSITS
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of funds to  a s s i s t  members to  m eet th e ir  w ithdraw al and lo an  expansion  
n e e d s . The Federal Home Loan Bank Board, how ever, h a s  from tim e  to  
tim e  p resc rib ed  reg u la tio n s  governing both  th e  qu an tity  and q u a lity  of 
c red it a v a ila b le  to  member in s t i tu t io n s . Subsequen t p arag raphs w ill 
o u tlin e  th e  c red it p o licy  o f th e  F ederal Home Loan Bank B oard .
Resume of F ederal Home Loan Bank Board C red it P o lic y . The 
a b ility  o f a  member in s titu tio n  to  borrow from i t s  d is t r ic t  F ederal Home 
Loan Bank is  lim ited  by th e  B ank 's board o f d irec to rs  w ith in  th e  lim its  
p re sc rib ed  by law  and re g u la tio n s . Borrowing for liq u id ity  i s  su b jec t 
to  d iffe ren t reg u la tio n s  th an  borrow ing for loan  ex p a n s io n . W e sh a ll 
f irs t  co n s id e r  borrowing for liq u id ity .
S ec tio n  10(a) 4(c) of th e  Home Loan Bank Act p rov ides in  part th a t
a  m em ber's borrow ing sh a ll not ex ceed  tw elv e  tim es i ts  ho ld ings of
21F ederal Home Loan Bank s to c k . The FSLIC Rules and  R egulations for
22In su ran ce  o f A ccounts and th e  FHLB B oard 's Rules and R egulations for
23th e  F ederal S av inas and Loan System ** en jo in s  borrowing by an  a s s o c ia ­
tio n  from i t s  d is tr ic t  FHL Bank in  am ounts exceed ing  50 per cen t of i t s  
sav in g s  c a p ita l
^*Each member in s titu tio n  m ust own stock  in  an  am ount a t le a s t  
e q u a l to  2 p er c e n t of th e  ag g reg a te  unpaid  p rin c ip a l o f i t s  home m ortgage 
lo an s  and s im ila r o b lig a tio n s , bu t not le s s  th an  $500; a ls o  a  borrowing 
member m ust own stock  in  a n  am ount eq u a l to  a t  le a s t  1 /12  of one per 
c e n t of th e  b a lan ce  ow ed i t s  FHL B ank. S ee Annual Report (1959), 
o p .  c l t . , p .  27 .
2 2 see  S ec tio n  5 6 3 .8 .
Z^See S ec tio n  5 4 4 .1 -9 .
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. . . e x c ep t th a t  w ith  p rio r ap p ro v a l o f th e  F ed era l Home 
Loan Bank B oard, any  su ch  (FSLIC Insu red ) a s s o c ia t io n  may 
borrow  from a  F ed era l Home Loan Bank or from an y  F ed era l 
ag en cy  o r In s tru m en ta lity  w ith o u t lim ita tio n  upon su ch  te rm s 
and co n d itio n s  a s  may b e  req u ired  by su ch  bank  or a g e n c y . 4
O th er th an  th o s e  enum erated  a b o v e , th e re  a re  no re s tr ic t io n s  p la c e d  upon  
th e  a b ili ty  o f a  m em ber a s s o c ia t io n  to  borrow from th e  F ed era l Home Loan 
Bank of I ts  D is tr ic t  for liq u id ity  p u rp o s e s .
The p reced in g  re g u la tio n s  ap p ly  s p e c if ic a lly  to  borrow ing for 
liq u id ity  p u rp o s e s . Borrowing for lo a n  ex p an sio n  i s  a  d iffe ren t m atte r 
and  i s  s u b je c t to  d iffe ren t r e g u la t io n s . The F edera l Home Loan Bank 
Board h a s  b een  more and  more co n ce rn ed  abou t econom ic s ta b il iz a t io n  
in  th e  1950s; th e re fo re , th e  Board h a s  a ttem p ted , s in c e  1 9 5 |,  to  c ircum ­
sc rib e  borrow ing from th e  F ed era l Home Loan Banks w hen  th e  p u rp o se  o f 
th e  borrow ing Is  to  In c re a se  hom e m ortgage lend ing  • On S ep tem ber 8 ,  
1955, in  an  ap p a ren t co n cern  o v er p r ic e  in f la t io n , th e  F ed era l Home 
Loan Bank Board d ire c te d  sa v in g s  an d  lo an  a s s o c ia t io n s  (1) to  co n fin e  
a l l  new  hom e m ortgage len d in g  to  th e  sum  o f th e  volum e o f m ortgage lo an  
repaym en ts an d  n e t s a v in g s , and  (2) to  r e s tr ic t  any  a d d itio n a l borrow ing
from th e  F ed era l Home Loan Banks to  em erg en c ies  and p rio r com m itm ents
25o n ly . Im m ed ia te ly , th e  F ed era l Home Loan Bank Board In au g u ra ted  th e
24 F ed era l S av in g s and  Loan In su ra n ce  C o rp o ra tio n  R ules and  
R eg u la tio n s fo r In su ra n ce  o f A ccoun ts (W ash ing ton : F ed era l Home Loan 
Bank B oard, M arch 15, 1960), p p . 6 - 7 .
25A nnual Report (W ashington: F ed era l Home Loan Bank B oard,
1955), p .  20 .
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follow ing policy:
a .  new loan  dem ands upon member in s titu tio n s  should  be
met out of sav ings and loan repaym ents;
b . no Federal Home Loan Bank advances should be made
for th e  pu rchase of Government se c u r itie s  or for th e
purchase of loans; and
c . a reaso n ab le  reduction  on ou tstanding  advances should
be made a t th e  tim e of renew al.
Three months la te r , Decem ber 13, 1955, th e  FHLB Board re laxed  
i ts  Septem ber re s tr ic tio n s  to  th e  ex ten t of allow ing a s tan d -b y  c red it not 
to  exceed  5 per cen t of sav ings ca p ita l for a s so c ia tio n s  th a t made new 
commitments in  e x c e ss  of th e ir  es tim a ted  rece ip ts  from loan  repaym ents 
and n e t sav in g s , and had not rece iv ed  advances am ounting to  10 per 
cen t of th e ir  w ithdraw able a c c o u n ts . The Board illu s tra te d  i ts  policy 
a s  follow s: A member a s so c ia tio n  fhrdebt to  i t s  FHL Bank in  an  amount 
equal to  3 per cen t of i ts  sav ings c a p ita l could borrow an  ad d itio n a l 
amount equal to  5 per cen t of i ts  sav in g s ca p ita l for add itio n a l mortgage 
lending; an  a s so c ia tio n  in  debt in  an  amount equal to  5 per cen t o f i t s  
sav ings ca p ita l could  borrow an  add itiona l 5 per cen t of i t s  sav ings 
ca p ita l for expanded mortgage lending; an  a s so c ia tio n  in  deb t to  7 per 
cen t of i t s  sav ings c a p ita l could  borrow an  ad d itio n a l 3 per cen t for In­
c rea sed  mortgage lending; and an  a s so c ia tio n  th a t w as a lready  in  debt 
to  i ts  FHL Bank in  an  amount of 10 per cen t of i t s  sav in g s c a p ita l , having 
a lready  reached  the  ce llin g  on borrow ing, could  ob ta in  no add itiona l ad ­
v an ces for loan  ex p an sio n .
In M ay, 1956, th e  10 per cen t ce llin g  w as ra ise d  to  12 1 /2  per cen t
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for "em ergency c a s e s . '1 Four m onths la te r .  In S ep tem ber, 1956, th e  
c e llin g  w as ag a in  ra is e d . The g en e ra l lim it w as made 12 1 /2  p er c e n t, 
w ith  a  15 p er c e n t em ergency lim it. C red it re s tra in ts  Im posed by th e  
Board In  1955 and m odified In 1956 rem ained In e ffec t throughout 1959, 
ex cep t for one ad d itio n a l fac to r w hich  w as  adop ted  In A pril, 1958. On 
April 15, 1958, th e  Board au th o rized  ad d itio n a l ad v an ces to  b e  made up 
to  5 per c e n t of a  m em ber's w ithdraw able  acco u n ts  on a  5 -y e a r  nonam or­
tiz e d  b a s is  out o f th e  p roceeds from sa le  o f 5 -y e a r  co n so lid a te d  Federal 
Home Loan Bank b o n d s . The maximum to ta l ad v an ces  for o th e r th an  w ith ­
draw al p u rp o se s , accord ing  to  cu rren t F ederal Home Loan Bank Board 
p o lic y , canno t ex ceed  20 per ce n t o f a  m em bers' w ithd raw ab le  a c c o u n ts .
T hus, It Is apparen t th a t sav in g s  and  lo an  a s s o c ia t io n s ,  u n le s s  
re s tra in e d , w ill u se  F ederal Home Loan Bank c red it a s  a  m eans of e x te n ­
s iv e  lo an  ex p an sio n .
C le a r ly , th e  volum e o f home build ing  in  th e  1945-1959 period  w as 
g re a te r  th a n  i t  w ould have been  w ithou t governm ent ac tio n  in  th e  f ie ld . 
G overnm ent th u s  h e lp ed  to  c re a te  a la rg e r p o te n tia l m arket for sa v in g s  
an d  home financing  in s t i tu t io n s , and  h as  prov ided  th e  hom e financing  
in s titu tio n s  w ith  th e  ag e n c ie s  to  f a c i l i ta te  th e  m o b iliza tion  o f c red it for 
th em .
I t  w as  show n in  th e  p reced ing  se c tio n s  o f th is  ch a p te r  th a t th e re
^ A n n u a l Report (W ashington: F ederal Home Loan Bank Board,
1959), p .  2 0 .
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w as a  rap id  growth of p o p u la tio n , a  sh if t of popu la tion  to  th e  W e s t, 
Southw est and S o u th e a s t, and  a  con tinu ing  urban tre n d . M oreover, 
m ost o f th e  popu la tion  growth occurred  in  m etropolitan  a re a s ; and  even 
more s ig n ific an t for th e  dem and fo r h o u s in g , th e re  w as a  sh if t to  th e  
ou tly ing  a re a s  of la rg e  m etropolitan  c e n te r s .  In  1959 th e  m etropo litan  
a r e a s ,  w here th e  in c re as in g  dem and for housing  re su lte d  hot only  from 
sh if ts  in  p opu la tion  from th e  c e n tra l c i t ie s  to  th e  suburbs bu t a ls o  from 
th e  in flu x  of peop le  from o u ts id e  th e  a r e a s , acco u n ted  for 68 p e r c e n t of 
th e  n a t io n 's  nonfarm d w e llin g s . The five  lead in g  s ta te s  in  new dw elling  
co n s tru c tio n —C a lifo rn ia , New York, T ex a s , F lo rid a , I l l in o is —accoun ted  
for 46 p er c e n t o f a l l  new  re s id e n tia l co n s tru c tio n  in  1959. Three of
V
th e s e  s t a t e s —C a lifo rn ia , T exas and  F lo rida— had a la rg e  in flux  o f 
popu la tion ; th e  o th e r tw o co n ta in ed  th e  la rg e s t m etropolitan  ce n te rs  in  
w hich  a  la rg e  suburban  movement o ccu rred . An a n a ly s is  o f th e  growth 
of re s id e n tia l co n s tru c tio n  and of th e  fin an c in g  of th a t  co n s tru c tio n  w ill 
co n trib u te  to  th e  understand ing  o f th e  grow th p a tte rn  of sav in g s  and loan  
a s s o c ia t io n s .
H ousing S ta r ts . Table XLI show s th a t to ta l  nonfarm dw elling  s ta r ts  
ro se  from 2 0 9 ,000  in  1945 to  a  peak  an n u a l ra te  of 1 ,3 9 6 ,0 0 0 27 in  1950.
27This figure  (which p robably  u n d e rs ta te s  th e  1950 s ta r ts )  i s  b a se d  
on th e  o ld  m ethod o f  c a lc u la tin g  housing  s ta r t s ,  w hich  w as d isco n tin u ed  
a s  of A pril, 1960. The new m ethod of c a lc u la tin g  s ta r ts  b eg in s  w ith  
January , 1960. The new  m ethod probably g iv e s  a  more a c cu ra te  e s tim a te  
of housing  s ta r t s .  For exam ple , th e  new  m ethod (re tro ac tiv e  for 1959) show s 
1 ,5 3 0 ,9 0 0  s ta r ts  in  1959. For more inform ation  on th e  new  s e r ie s ,  s e e  th e  
te c h n ic a l n o te s  in  th e  Bureau of th e  C e n su s  M ay, 1960 C o n stru c tio n  Report 
on  H ousing S ta r t s , S e rie s  20-11 (Supplem ent).
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TABLE XU







e a s t
North-
central
1945 209 na na
1946 671 na na
1947 849 na na
1948 932 198 205
1949 1,025 248 226
1950 *1/396 *323 *337
1951 1/091 249 263
1952 1,127 251 226
1953 1/104 255 271
1954 1,220 343 325
1955 1/329 273 356
1956 1/118 229 304
1957 978 196 258
1958 1,104 211 290
1959 1,378 253 318
M etro- Non M etro- 






449 287 1,022 374
362 217 777 315
367 246 796 332
328 251 804 310
359 292 897 323
389 310 976 353
334 252 870 338
346 242 700 342
413 295 827 382
*459 *348 1,076 455
* Peak
**Not availab le  prior to  1950.
SOURCE: Bureau of the  C en su s, U . S . Department of Commerce: Housing 
S W llttg g ; Housing S ta tis tic s  H isto rical Supplement. Housing 
and Home Finance Agency.
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Total s ta r ts  d id  not reach  th e  la t te r  annual ra te  ag a in  in  th e  1950s. Total 
s ta r ts  lik e w ise  reach ed  a  peak in  1950 in  th e  N o rth e a s t, th e  North 
C e n tra l, and  th e  W e s t. The South , w here to ta l s ta r ts  w ere a t  a  h igher 
annual ra te  th a n  th e  o ther reg io n s throughout th e  period  194561959, su r­
p a s s e d  th e  1950 peak in  1959. The p a tte rn  o f housing  s ta r ts  in  th e  
various reg ions approxim ated th a t of th e  n ation  in  th e  postw ar p e rio d .
There a re  perhaps th ree  o b se rv a tio n s n e c e ssa ry  abou t Figure 9
28(Regional H ousing S ta r ts , 1948-1959): (1) H ousing s ta r ts  reach ed  a
peak  in  1950 and flu c tu a ted  c o n tra cy c lic a lly  a t a  som ew hat low er ra te  
th e re a f te r . (2) From 1950 to  1956, th e  o ther reg ions gained  re la tiv e ly  
to  th e  S ou th , e s p e c ia lly  from 1952 to  1956. (3) The South s in c e  1956, 
and  th e  W est s in c e  1957, have acco u n ted  for an  in c re as in g  proportion 
o f housing  s t a r t s , e s p e c ia lly  th e  W e s t .
U nfo rtuna tely , housing  s ta r ts  a re  not a v a ila b le  for a l l  of th e  s ta te s  
of th e  N inth D is tr ic t .  H ow ever, m ortgage reco rd in g s , w hich  re f le c t not 
on ly  new  home build ing  bu t a lso  th e  p u rch ase  of ex is tin g  hom es and home 
im provem ent lo a n s , have  b ee n  d is c u s s e d  in  prev ious c h a p te rs . M ore­
o v e r , th e  re a so n s  w hy sav in g s  and  loan  a s s o c ia tio n s  a re  g e ttin g  a  g re a te r  
volum e of th e  p o te n tia l home financing  b u s in e ss  a re  an a ly zed  in  s u b s e ­
q u en t se c tio n s  of th is  c h a p te r . The im m ediate concern  in  th e  further 
e lu c id a tio n  of th e  growth of sav in g s  and lo an  a s s o c ia tio n s  i s  in c reas in g  
p e rso n a l Incom e.





















SOURCE: BUREAU OF CENSUS, a  S. DEPARTMENT OF COMMERCE
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rIGURE 9 -  PERMANENT NONFARM DWELLING UNITS STARTED
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Personal Income Growth
The rapid growth of population and urbanization in  the  period 
1940-1960 w as conducive to  the  growth of housing , and the demand fez: 
housing led  to  inc reased  sav ings and loan a c tiv ity . The growing popula­
tion  w as accom panied by increasing  personal Incom e. The r is e  In 
personal Income w as a crucia l factor for th e  acce lera ted  growth of 
sav ings and loan b u s in e s s . Perhaps for th e  purposes of th is  s tu d y , the 
regional growth pattern  of personal income is  one of the  more sign ifican t 
factors in the  explanation of th e  re la tiv e  growth ra te s  of savings and loan 
a s s o c ia tio n s .
G eographical D istribu tion . There were pronounced trends in  the 
geographical d istribu tion  of income in  the  U nited S ta tes from th e  1920s 
to  th e  1950s. These trends in  Income co incide w ith and help  explain  
th e  more than  proportionate growth of financia l in term ediaries in  ce rta in  
reg io n s , It can  be shown th a t th e  regions having the g rea te s t re la tive  
growth in  Income a lso  have the  g re a te s t re la tiv e  growth in  sav ings and 
loan a s so c ia tio n s  and o ther financial In term ed iaries.
In th e  period 1930 to  1959, there  w ere large re la tiv e  gains in  
personal Income in  th ree  reg io n s, the  Far W e st, the  Southw est, and the 
S ou theast, and a sign ifican t re la tiv e  dec line  in New England a n i  the  
M id east. There w as a moderate upward trend  in  the Rocky M ountain 
region and a moderate decline  In the  P lains S ta te s . The G reat Lakes 
region m aintained a re la tiv e ly  constan t proportion of th e  n a tio n 's  incom e. 
The re la tiv e  sh if t, th en , w as from New England and the  M ideast to  th e
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South and W e s t .2®
The reg io n a l sh if ts  in  p e rso n a l incom e are  read ily  ap p aren t in  
T able XLII, w hich  show s p e rso n a l incom e by reg io n s a s  a  p er c e n t of 
to ta l  incom e for th e  n a tio n  in  s e le c te d  y e a r s . The South and  W est o u t-  
s tt ip p e d  New England and th e  M id east in  growth of ag g reg a te  p erso n a l 
incom e in  th e  period  1929-1959. Although New England and  th e  M id east 
s t i l l  acco u n ted  for approx im ately  o n e -th ird  o f th e  Incom e of th e  n a tio n  
in  1959, th e ir  d ec lin in g  re la tiv e  p o s itio n  w as ap p aren t throughout th e  
p e rio d , in  co n seq u en ce  of in d u s tr ia l and  popu la tion  growth of th e  new er 
and  le s s  developed  reg io n s of th e  U nited  S ta te s .
The p a tte rn  of re la tiv e  Incom e p o s itio n s  for th e  v a rio u s  reg ions 
g en e ra lly  h o ld s for th e  Ind iv idua l s ta te s  com posing th e  re g io n s . Only 
s ix  s ta te s  ran  co u n te r to  th e  tren d s  of th e ir  d is t r ic t  in  th e  period  1929- 
1959. O nly one s ta te ,  A rk an sas , among th o se  com prising  th e  su b je c t 
o f th is  s tu d y , fa ile d  to  Im prove i t s  re la tiv e  p o s itio n  during th e  period  
1929-1959 .
Incom e in  th e  FHLB D is t r ic ts . Perhaps th e  m ost re lev an t fa c ts  for 
th is  study  a re  found in  T able XLIII (Personal Incom e, S e le c te d  Y ea rs , by 
FHLB D is tr ic ts  and  S e le c te d  S ta te s ,  1945-1959). P erso n al incom e, 
a lthough  growing rap id ly  in  a l l  d i s t r i c t s , grew  more rap id ly  in  L ittle  
Rock from 1945 to  1959, r is in g  from $12 ,387  m illion  to  $29 ,789  m illio n ,
29P erso n a l Incom e by S ta te s  (W ashington: U nited  S ta te s  D ep art­
m ent o f C om m erce, 1956), p .  10.
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TABLE XUI
PERSONAL INCOME, BY REGIONS, SELECTED YEARS
Personal Personal
income In Income In
Per cen t of C ontinental 1953-55 1959
S ta tes and U n ite d S ta te s a s  % of a s  % of
Realons 1927-29 1940-41 1953-55 1959 1927-29 1929
U nited S ta tes 100.00 100.00 100.00 100.00 355 344
A rkansas .66 .67 .63 .62 340 320
Louisiana .99 1.14 1.31 1.35 466 497
M ississ ip p i .64 .66 .66 .66 366 344
New M exico .20 .25 .37 .42 676 846
Texas 3 .3 0 3 .57 4 .64 4 .73 499 556
FHLB
D istric t Nine 5 .79 6 .29 7 .61 7 .82 363 505
New England 8 .32 8 .11 6.61 6.49 282 247
M ideast 31.84 29.69 25.66 25.19 286 249
G reat Lakes 23.45 22.87 23.02 21.85 348 311
Plains 9.01 8.28 8 .22 7 .96 324 300
Southeast 11.73 13.69 15.20 15.76 460 500
Southw est 5 .09 5 .2 0 6 .64 6 .89 463 517
Rocky M ountain 2 .00 2.03 2 .16 2.25 385 431
Far W e st1 8 .55 10.13 12.48 13.59 518 600
152UtbttS£$: A riz ., N . M . , Tex. , O k la .; Southeast: L a .. Ark. , M is s . ,
A la ., Tenn. , N . C . ,  F la . ,  G a . , S . C . , Va • ,  Ky. , W . V a.; G reat
I I I . ,  W is . ,  In d .,  Ohio, M ich . . :  M ldaast: P a . ,  N . Y ., D e l . ,  D . C . ,
N . J .;  New England: M aine. V t., N . H . ,  M a a s .,  C o n n ., R. I . ;
P la in s i M in n ., Iow a, M o ., K an ., N e b ., S . D . ,  N . P . :  Rockv M ts . : 
M o n t., Idaho , W y o ., U tah , C o lo .; Far W est: C a l i f . ,  N e v ., O re g ., W ash .
SOURCE: U . S . Department of Commerce.
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TABLE XLIII
PERSONAL INCOME, SELECTED YEARS BY FHLB DISTRICT 
AND SELECTED STATES, 1945-1959 
(m illions)
Per cen t
Realon 1945 1950 1955 1959
In crease
1945-1959
Boston #1 11,372 15,180 20,200 24,729 117.4
New York #2 27,157 36,753 48,859 60,539 122.9
P ittsburgh #3 13,591 19,369 24,341 29,099 1 1 4 :i
G reensboro #4 19,718 25,331 35,856 46,256 134.9
C incinna ti #5 13,985 19,013 26,718 31,889 128.0
Ind ianapo lis #6 11,486 16,809 24,036 27,205 136.8
C hicago #7 14,699 21,044 27,583 33,992 131.2
D es M oines #8 10,381 15,262 19,022 23,298 124.4
L ittle Rock #9 12,387 17,239 22,462 29,789 140.5
A rkansas 1 ,270 1,539 1,933 2 ,370 8 6 .6
Louisiana 2,153 2 ,937 3,985 5 ,169 140.1
M iss iss ip p i 1,304 1 ,590 2,065 2,528 93 .9
New M exico 491 798 1,088 1,681 242.4
Texas 7^169 10,375 13,391 18,041 151.6
Topeka #10 6 ,674 9 ,0 3 6 11,785 14,910 123.4
San F rancisco  #11 23,099 30,347 44,676 60,812 163.3
U nited S ta te s 164,549 225,473 306,598 380,664 131.3
o a i ^ M a H a B B B n s H a B a H B s e H B a B n
SOURCE: U nited  S ta te s  D epartm ent of Com m erce.
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an  in c re a se  of 140.5 per c e n t ,  a p e rcen tag e  w hich ex ceed ed  th e  
n a tio n a l ra te  (131 .3  per cen t) and  a l l  of th e  o th e r d is t r ic ts ,  ex cep t San 
F ran c isco  (163 .3  per c e n t) .
The ra te  of growth of p e rso n a l incom e in  tw o s ta te s  in  th e  N inth 
D is tr ic t ,  T exas (15 1 .6  per cen t) and New M exico (242 .4  per c e n t) , 
g rea tly  ex ceed ed  th e  n a tio n a l ra te  (1 3 1 .6  per cen t) and  su b s ta n tia lly  
su rp a sse d  th e  ra te  for th e  D is tr ic t (140 .5  p er c e n t) . L ou isiana , w ith  
a  140 .1  p er cen t grow th, show ed a g rea te r  ra te  of growth in  p erso n a l 
incom e th an  th e  n a tio n , but equa led  th e  D is tr ic t .  The growth ra te s  of 
A rkansas (8 6 .6  per cen t) and  M is s is s ip p i (9 3 .9  per cen t) w ere  su b ­
s ta n tia lly  l e s s  th an  th e  D is tr ic t and n a tio n a l r a te s .
T able XUV sum m arizes th e  p reced ing  d isc u s s io n  by g iv ing  a  com­
p a riso n  o f th e  ra te s  o f growth of m etropolitan  p o p u la tio n , p erso n a l 
incom e, and sav in g s and loan  a s s e t s  for th e  U nited  S ta te s  and each  of 
th e  FH1B d is t r ic ts .  The in c re a se  in  sav in g s  and lo an  a s s e ts  in  th e  L ittle  
Rock D is tr ic t (1 ,0 2 1 .7  per cen t) g rea tly  ex ceed ed  th a t for th e  nation  
(626 .6  p er cen t) and each  of th e  o th e r FHLB d is t r ic ts .  In m etropolitan  
p o p u la tio n , L ittle  Rock ex h ib ited  a  1 5 3 .0  per c e n t in c re a s e , su b s ta n tia lly  
h igher th an  th e  n a tio n a l ra te  (7 1 .9  p er cen t) and  each  of th e  FHLB d is t r ic ts ,  
ex cep t San F ran c isco  (172 .8  p er c e n t) . The sam e i s  true  fo r p erso n a l 
Incom e, L ittle  Rock show ing a  g rea te r  in c re a se  (140 .9  per cen t) th an  
th e  n a tio n  (13 1 .8  p e r  c e n t) , but being  su rp a sse d  among th e  FHLB d is tr ic ts  
by San F ran c isco  (163 .3  per c e n t) .
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TABLE XUV
COMPARISON IN RATE OF GROWTH: METROPOLITAN POPULATION, 
PERSONAL INCOM E, AND SAVINGS AND LOAN ASSETS
a a a « g B « ta B m ^ a a a ea a a a i^ B a B g g 8 M a  i ■ 'ill, ■ rmaaeaa
M etropo litan
P ersonal Incom e popu la tion  S and L A sse ts
 laisrjdasfl   ifl4QriafiO_   l a i y i a s a
FHLB Per c e n t Per cen t Per cen t
D is tr ic ts Rank in c re a se Rank in c re a se Rank in c re a se
Boston 10 117.4 11 15.3 11 258 .7
New York 9 122.9 10 2 7 .2 8 5 47 .1
P ittsburgh 11 114.1 9 4 1 .8 9 4 8 7 .5
G reensboro 4 1 3 4 .6 3 138.8 4 7 9 8 .4
C in c in n a ti 6 128 .0 6 6 8 .4 10 3 91 .1
Ind ianapo lis 3 136.8 4 9 4 .1 7 5 4 8 .9
C hicago 5 * 31 .2 8 4 6 .1 3 8 4 8 .7
D es M oines 7 124.4 7 5 8 .8 5 6 8 1 .0
L ittle  Rock 2 140.9 2 153 .0 1 1 ,0 2 1 .7
Topeka 8 123.4 5 9 2 .2 6 642 .3
San F ran c isco 1 163.3 1 172.8 2 9 7 4 .6
U nited  S ta te s 131 .3 7 1 .9 6 2 5 .6
SOURCE: D erived  from T ables XXXIX and XLIII, C h ap te r V and from T able X, 
C h ap te r IV.
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The growth of p erso n a l Incom e, p o p u la tio n , u rb an iz a tio n , h o u se ­
hold  form ation , governm ental housing  a c t iv i t ie s ,  and h en ce  re s id e n tia l 
co n s tru c tio n  formed th e  b a s is  from w hich th e  unp reced en ted  dem and for 
th e  home financing  se rv ic e s  o f sav in g s  and loan  a s s o c ia tio n s  em anated  
in  th e  period  1945-1959 . S av ings and lo an  a s s o c ia tio n s  w ere  ab le  to  
m eet th e  In creas in g  dem and for th e ir  home financing  se rv ic e s  b e c a u se  
th ey  w ere  ab le  to  a t tra c t new sav in g s c a p i ta l .  In su c c e s s fu lly  m eeting 
th e  ch a lle n g e  of an  In creas in g  dem and for th e ir  s e rv ic e s , sa v in g s  and 
lo an  a s s o c ia tio n s  made p o ss ib le  th e  rap id  growth of a s s e ts  p rev iously  
d is c u s s e d . The co n d itio n s and m eans by w hich  sav in g s  and loan  
a s s o c ia tio n s  re ac ted  to  th e  favorab le  econom ic environm ent ou tlined  
in  S ec tio n  I w ill be  co n s id e red  in  S ec tion  IX.
I I .  THE ENDOGENOUS FACTORS 
The f ir s t  part of th is  se c tio n  w ill id en tify  and  ex p la in  th o se  
fac to rs  w h ich  h av e  g iven  support to  th e  growth of sav in g s c a p ita l a t 
sav in g s  and  loan  a s s o c ia t io n s . The fin a l p a rt of th is  s e c tio n  w ill focus 
on th e  m eans by w hich  sav in g s  and loan  a s s o c ia tio n s  deve lop  th e ir  loan  
p o te n tia l .
F acto rs in  th e  Growth of S av in as  C ap ita l
R ed istribu tion  o f Incom e. The growth of p o p u la tio n , u rb an iza tio n , 
and  Incom e, a l l  more in  ev id en ce  in  th e  South and W e s t,  w as accom panied  
by an o th er fa c t of s ig n ific an c e  for th e  growth o f sav in g s  and loan
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a s s o c ia t io n s . There w as a downward red is trib u tio n  of incom e in  th e  
U nited S ta te s  a fte r th e  1920s, a s  in d ica ted  in  Table XLV. Perhaps a 
more v iv id  Im pression  can  be gained  in  Figure 10 w hich  co n tra s ts  in ­
come d is trib u tio n  In 1957 w ith  1929.
The d is trib u tio n  of Income underw ent change in  th e  1930s bu t h as  
not been  a lte red  appreciab ly  s in c e  1940. During th e  1930s the re  w as a 
ten d en cy , a s  show n, tow ard a downward red is trib u tio n  of incom e. The 
sh ift during th e  1930s w as from th e  h ig h est q u in tile s  to  th e  low er incom e 
g ro u p s , w ith  th e  fourth and th ird  q u in tile s  being  th e  p rincipa l re c ip ie n ts .
R edistribution  and S av in a . The im pact of a downward red is trib u ­
tio n  of incom e upon sav ings and sav ers  among th e  various Income groups 
i s  m ost re lev an t to  th is  s tu d y . A red is trib u tio n  of Income a ffec ts  th e  
d is trib u tio n  of personal sa v in g . B eneficiaries of th e  red istrib u tio n  of 
incom e, th e  middle and low er income g ro u p s, exh ib it a stronger p re­
ference for th e  debt of fin an c ia l in te rm ed iaries th an  upper income g ro u p s . 
M iddle and low er Income groups p lace  a h igher premium upon sa fe ty  and 
co n v en ien ce , w hereas th e  top  Income g roups, w ith  le s s  concern  for 
sa fe ty  of p rinc ipa l and  ce rta in ty  of fixed  re tu rn , ten d  more tow ard e q u i t ie s .
According to  th e  1957 "Survey of Consum er F inances" by th e  Board 
of G overnors of th e  Federal R eserve System  in  cooperation  w ith  th e  
Survey R esearch C e n te r , U niversity  of M ich ig an ,30 th e  ow nership of
30See "The F inancial P o sitio n  of C o n su m e rs ," Federal R eserve 
B ulletin  (W ashington: Board of G overnors, Septem ber, 1958), 
p p . 1027-1058.
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TABLE XLV
DISTRIBUTION OF INCOME BY QUINTILE, SELECTED YEARS
(Before Taxes)
Per cen t of to ta l money incom e
O uln tlle 1929 1935-36 1941 1944 1957
Low est, 5th
13 .0
4 .5 4 .1 4 .9 4 .0
Second, 5th 9 .5 9 .5 10.9 10 .0
Third, 5th 14 .0 20 .9 22 .3 16.2 17.0
Fourth, 5th 19 .0 22 .3 22.3 22 .2 2 4 .0
H ig h es t, 5th 5 4 .0 4 8 .0 4 8 .0 45 .8 4 5 .0
Top 5% 3 0 .0 26.5 2 4 .0 20 .7 20 .1
SOURCE: Selm a G oldsm ith , "S ize D istribu tion  of Income S ince Mid 
1 9 3 0 's .11 Review Economics and S ta t is t ic s ,  February, 1954, 
p .  9 . ;  U . S . D epartm ent Com m erce, Incom e D istribu tion  of 
U nited S ta te s , 1950-53, p . 8 . "The F inancial P osition  of 
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FIGURE 10- INCOME DISTRIBUTION IV OUINTILE
corporate  s tock  w as more h igh ly  co n cen tra ted  a t  upper incom e le v e ls  
th an  w ere liq u id  a s s e t s . The survey show s th a t only  abou t five  per 
cen t of th e  u n its  in  th e  lo w est q u in tile s  reported  s tock  o w n ersh ip , com-* 
pared  w ith  tw en ty -n in e  per cen t in  th e  top  g roup . A lm ost h a lf  of th e  
ho lders  in  th e  h ig h es t q u ln tlle  reported  owning stock  v a lu ed  a t  $ 5 ,0 0 0  
or m ore. M oreover, in  1958 approxim ately  h a lf  of a l l  spending u n its  
reported  having  check ing  a c c o u n ts , about h a lf  ow ned sav in g s  acco u n ts  
or s h a re s , and  more th an  o n e-q u arte r  U nited S ta te s  sav in g s b o n d s .
Each ty p e  of liq u id  a s s e t  w as h e ld  more frequen tly  at h igher th an  low er 
incom e le v e ls .  At a l l  le v e ls  la rge  ho ld ings w ere more common in  th e  
form o f sav in g s acco u n ts  or sh a re s  th an  in  check ing  acco u n ts  or sav in g s  
b o n d s. There is  a  m arked ten d en cy  for th e  frequency  of la rge  h o ld in g s , 
e s p e c ia lly  in  sav in g s acco u n ts  and s h a re s , to  In c re a se  w ith  a g e . O n e-
v
h a lf  of th e  sav in g s d ep o s it ho lders who w ere 65 or o lder had  d ep o s its  
of $ 2 ,4 0 0  or m ore, com pared w ith  a  m edian d e p o s it of $720 for a l l  
h o ld e rs . ^ *
The tren d s  in  th e  age co n cen tra tio n s  (see  Table XLVI) of th e  popu­
la tio n  ten d ed  to  favor th e  growth o f sav in g s  and lo an  a s s o c ia t io n s ,  
b e c a u se  th e  m ost rap id  growth w as among th o se  g ro u p s , th e  young and 
th e  o ld , favoring sav in g s  and lo an  a c t iv i ty .
3 1Ib ld . , p . 1033
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TABLE XLVI
PERCENTAGE DISTRIBUTION POPULATION BY AGE
Age 1940 1950 _J35£
0-24 43 .3 4 1 .4 4 4 .4
f -
25-44 3 1 .0 30 .1 26 .4
45-64 20.1 2 0 .2 20 .4
65-o v er 5 .6 8 .3 8 .8
SOURCE: D erived from Bureau of th e  C en su s Reports for 1940, 1950
and 1959.
It Is  apparent th a t th e  age groups in  w hich sav in g s accoun ts  are
most c h a ra c te ris tic  in c reased  rap id ly . The 65 and over age group in -
32c rea sed  by 25 .4  per cen t in  th e  1950s. Both sav ings accoun ts and
33home ow nership In crease  w ith age  for a l l  income q u in ti le s .
D ecline in  B usiness S av in a . Not only w as re la tiv e ly  more saving  
done by th e  income groups exhib iting  a  propensity  to  in v es t in  th e  shares 
of sav in g s and loan  a s so c ia tio n s  and sim ilar a s s e t s ,  but the re  h as  been  
a trend  tow ard re la tiv e ly  le s s  saving  by b u s in e ss  and more by ind iv iduals
32"Current population  reports population c h a ra c te r is tic s "  (W ashington: 
Bureau of the  C e n su s , U . S .  D epartm ent of Com m erce, February, 1960),
p .  2 .
33**"1959 Survey of Consum er F in an ces, " Federal R eserve B ulletin  
(W ashington: Board of G overnors, Federal R eserve System , Septem ber,
1959), p p . 1097-1114.
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In th e  period  under s tu d y . This phenom enon w as  re la te d  not on ly  to  th e  
dow nw ard re d is tr ib u tio n  of Incom e bu t a ls o  tb  th e  d is tr ib u tio n  o f Incom e 
among fu n c tio n a l s h a re s .
34T able XLVII show s th e  d is tr ib u tio n  o f incom e am ong th e  fu n c­
tio n a l sh a re s  for s e le c te d  y e a r s . C o n s id e rin g  th e  d is tr ib u tio n  o f 
incom e by sh a re s  befo re  t a x e s , co m p en sa tio n  o f em p lo y ees ex h ib ite d  
a  rem arkably  c o n s ta n t p ro p o rtio n . The p roperty  s h a re , a lth o u g h  r e la ­
tiv e ly  c o n s ta n t b efo re  t a x e s ,  may b e  a ssu m ed  to  b e  a ffe c te d  more by 
th e  m ild o v e ra ll p ro g re ss iv ity  in  th e  ta x  s tru c tu re  th a n  th e  w age s h a re .
Thus i t  may b e  a ssu m ed  th a t  th e  d is tr ib u tio n  o f Incom e a f te r  ta x e s  w ould 
red u ce  th e  p roperty  sh a re  more th a n  th e  w ag e  s h a re .  H ence th e  w ag e  
sh a re  w ould  show  a  re la tiv e  in c re a s e  a f te r  t a x e s .
The d ec lin in g  re la tiv e  sh a re  of Incom e going  to  p roperty  ow ners 
• f te r  t a x e s ,  incom e norm ally  a ssu m ed  to  b e  go ing  to  th e  h igh  Incom e 
g ro u p s , su g g e s ts  th a t  p e rh ap s  th e re  w as  a  re d is tr ib u tio n  o f  sa v in g s  in  
favor o f th e  g roups rece iv in g  w ag e  an d  sa la ry  ty p e  Incom e, th e  m iddle 
and  low er Incom e g ro u p s . A s ig n if ic a n t r e s u lt  of th e  fu n c tio n a l re d is tr ib u ­
tio n  o f Incom e is  show n in  T ab le  XLVIII, b u t m ade much more ap p a ren t in  
F igure 1 1 . T here a re  tw o  abnorm al p e r io d s , 1940 to  1945 and  1945 to  
1950 . The w ar y e a r s ,  1 9 40 -1945 , show ed  abnorm ally  h igh  p e rso n a l 
sa v in g s  for w e ll  know n r e a s o n s .  The Im m ediate  p o s tw a r y e a r s ,  1945 -1950 , 
b rought abnorm ally  h igh  co rp o ra te  ea rn in g s  and  h igh  re ta in e d  earn ing  s .
34 N atio n a l in co m e .
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TABLE XLVn
FUNCTIONAL DISTRIBUTION OF NATIONAL INCOME 
(Before t a x e s , In b illio n s  o f do lla rs)
1929 1945 1955 1958
N ational Income 8 7 .8 181.2 3 3 0 .2 3 6 6 .2
C om pensation  em ployees 5 1 .1 123.2 2 23 .9 2 5 6 .8
Property Incom e 3 6 .7 5 8 .0 108.3 109 .4
P ro p rie to rs1 incom e 14 .8 3 0 .8 4 2 .1 4 6 .6
R ental incom e 5 .4 5 .6 10 .7 11 .8
C orporate  p ro fits 10 .1 1 8 .4 4 3 .1 3 6 .7
N et in te re s t 6 .4 3 .2 10 .4 14 .3
PERCENTAGE DISTRIBUTION
N ational Income 100 .0 100 .0 100 .0 100 .0
C om pensation  em ployees* 5 8 .2 6 8 .0 6 7 .8 7 0 .1
Property Incom e 4 1 .8 3 2 .0 3 2 .2 2 9 .9
P ro p rie to rs ' incom e** 16.8 16 .9 12 .7 12 .7
R ental incom e 6 .2 3 .1 3*2 3 .7
C orporate  p ro fits 11 .5 10 .1 1 3 .2 10 .1
N et in te re s t 7 .3 1 .9 3 .1 3 .4
* In c lu d es  em ployee co n trib u tio n s to  so c ia l In su ran ce  fu n d s . 
♦♦ Includes noncorporate Inventory  v a lu a tio n  ad ju s tm e n t.
SOURCE: U nited  S ta te s  D epartm ent of C om m erce.
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TABLE XLVIH
SAVINGS BY INDIVIDUAL AND CORPORATIONS*









a per cen t 
of to ta l
1929 4 .2 2 .4 6 .6 6 3 .6
1939 2 .9 1 .2 4 .1 5 8 .6
1940 4 .2 2 .4 6 .6 6 3 .7
1941 11.1 4 .9 1 6 .0 6 9 .4
1942 27 .8 5 .2 3 3 .0 8 4 .2
1943 3 3 .0 6 .0 3 9 .0 8 4 .7
1944 36 .9 5 .7 4 2 .6 8 6 .6
1945 27.8 3 .6 3 1 .4 8 8 .5
1946 13.5 7 .7 21.2 63 .7
1947 4 .7 11.7 16.4 28 .7
1948 11 .0 13.3 24 .3 4 5 .3
1949 8 .5 8 .5 17 .0 5 0 .0
1950 12 .6 13 .6 2 6 .2 4 8 .1
1951 17.7 10.7 2 8 .4 62 .2
1952 18.9 8 .3 2 7 .2 69 .5
1953 19.8 8 .9 28 .7 6 9 .0
1954 18.9 7 .0 25 .9 7 3 .0
1955 17.5 11.8 29 .3 5 9 .7
1956 2 3 .0 11.3 34 .3 67 .1
1957 23.1 9 .7 3 2 .8 7 0 .4
1958 23.5 6 .5 3 0 .0 7 8 .3
1959 2 3 .3 11.4 34 .7 6 7 .2
•P erso n a l sav ing  in c lu d es saving of ind iv idual b u s in e ss  proprietors and 
p a r tn e rs .

























FIGURE I I -  TRCNO IN PERSONAL SAVINGS, IS2S-IGS9
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The trend  lin e  in  Figure 11 g e n e ra liz e s  th e  re la tio n sh ip  of p erso n a l 
sav in g s to  to ta l  sav in g s (personal p lu s b u s in e s s  sav in g s) s in c e  1939. 
R ela tive ly  more sav ing  is  being done by in d iv id u a ls  and  re la tiv e ly  le s s
e
by b u s in e s s .  S ig n ifican tly , In d iv id u a ls , not b u s in e s s e s ,  p u rch ase  th e  
sh a re s  of sav in g s and loan  a s s o c ia t io n s .  The growth of incom e and 
sav in g s in  th e  m iddle and  low er incom e g ro u p s , and th e  tren d  tow ard 
p erso n a l sav in  g s ra th e r th an  b u s in e s s  sa v in g s , fa c i l i ta te s  th e  ex p la n a ­
tio n  of th e  rap id  growth of sav in g s  in  sav in g s and lo an  a s s o c ia t io n s .
S aver P re fe re n c e s . The unpreceden ted  growth in  sav in g s c a p ita l 
a t sav in g s and loan  a s so c ia tio n s  for th e  n a tio n  and th e  FHLB d is tr ic ts  
w as show n in  C hap ter IV. The growth in  sav in g s c a p ita l w a s ,  in  part 
a t l e a s t ,  a  function  of th e  re la tiv e ly  pronounced p re fe ren ces for sav in g s 
and lo an  sh a re s  among s a v e rs . M oreover, i t  w as show n th a t  on a 
n a tio n a l b a s is  th a t sa v e rs  show ed a g re a te r  re la tiv e  p reference  for th e  
sh a re s  of sav in g s  and  lo an  a s so c ia tio n s  th a n  for th e  d eb t of any o ther 
fin an c ia l in te rm ed iary , excep t m utual funds and c red it u n io n s . S avers 
in th e  L ittle  Rock D is tr ic t a lso  ex h ib ited  a  pronounced p reference  for th e  
sh a re s  of sav in g s  and lo an  a s s o c ia tio n s  in  th e  period under s tu d y .
P re fe rences in  N inth D is tr ic t . The p a tte rn  of p re fe ren ces for th e  
debt of f in an c ia l in te rm ed ia ries  among sa v e rs  w ith in  th e  N inth D is tr ic t 
a s  com pared w ith  th a t of th e  n a tio n  may be o b serv ed  in  T able XLDC. In 
th e  L ittle  Rock D is tr ic t , sa v e rs  ex h ib ited  a  g rea te r  re la tiv e  p reference  
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P o s ta l
S av in a s
U .S . D is t ,  9 U .S . D is t .  9 U .S . D is t .  9 U .S . D is t .  9
1950 2 7 .9 3 2 .9 7 0 .1 6 4 .2 1 .8 2 .9 5 .6
1955 3 8 .8 4 0 .2 5 5 .8 5 2 .4 2 .9 4 .0 2 .4 3 .4
1956 4 1 .1 4 2 .8 5 3 .8 4 9 .9 3 .2 4 .4 1 .9 2 .7
1957 4 1 .7 4 6 .2 5 3 .5 4 7 ,3 3 .4 4 .6 1 .4 1 .8
1958 4 2 .4 4 5 .0 5 3 .1 4 9 .5 3 .4 4 .3 1 .1 1 .2
1959 4 4 .5 4 6 .4 5 1 .0 4 7 .5 3 .7 4 .4 0 .8 1 .7
SOURCE: U nited  S ta te s  S av ings and  Loan L eague.
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D is tr ic t  a s s o c ia t io n s ,  lik e  th e  n a t io n 's  a s s o c ia t io n s ,  in c re a se d  th e ir  
re la t iv e  p o s itio n  am ong th e  v a rio u s  sa v in g  m e d ia . In  1950, D is tr ic t 
a s s o c ia t io n s  ac co u n te d  fo r on ly  3 2 .9  p e r  c e n t o f  to ta l  sa v in g s  in  l i s te d  
m ed ia , bu t th e ir  p roportion  In c re a se d  to  4 6 .4  p er c e n t by 1959. W hen 
th e  sam e m edia w ere  c o n s id e re d , a l l  a s s o c ia t io n s  in  th e  n a tio n  a c ­
co u n ted  for 2 7 .9  p er c e n t o f to ta l  sa v in g s  in  1950 and  4 4 .5  p e r c e n t in  
1959.
Time d ep artm en ts  o f N in th  D is tr ic t  com m ercial b an k s  ex p e rien ced  
a  d im inu tion  o f th e ir  re la tiv e  p o s it io n  am ong th e s e  m ed ia . Time d e p a r t­
m ents a c co u n ted  for 6 4 .2  p er c e n t of to ta l  sa v in g s  in  1950 but on ly  4 9 .5  
p er c e n t in  1959. S av in g s and  lo a n  a s s o c ia t io n s  and  com m ercial ban k s 
w ere  th e  p rin c ip a l co m p etito rs  for th e  p a ssb o o k  ty p e  o f sa v in g s  of in d i­
v id u a ls ; and  am ong th e  four m edia c o n s id e re d , th e y  ac co u n te d  fo r 9 8 .1  
p e r c e n t o f a l l  sa v in g s  In 1950 , 9 2 .6  p e r  c e n t in  1955, and  9 3 .9  per 
c e n t in  1959. A lthough th e  re la tiv e  p o s it io n s  o f sa v in g s  an d  lo an  
a s s o c ia t io n s  an d  tim e  d ep a rtm en ts  of com m ercial b an k s  w ere  ra d ic a lly  
a lte re d  by chang ing  sa v e r  p re fe re n c e s , th e ir  com bined p roportion  rem ained  
re la tiv e ly  c o n s ta n t ,  e s p e c ia l ly  a f te r  1955. C re d it u n io n s  lm pctved  th e ir  
re la tiv e  p o s itio n  bo th  in  th e  D is tr ic t  an d  th e  U n ited  S ta te s ,  b e in g  r e la ­
t iv e ly  c o n s ta n t a f te r  1957. P o s ta l sa v in g s  su ffe red  a  d im inu tion  of th e ir  
r e la tiv e  p o s i t io n . W ith in  th e  D is tr ic t ,  th e  p re fe re n c e s  o f in d iv id u a l 
s a v e rs  for th e  v a rio u s  f in a n c ia l in te rm e d ia rie s  w h ich  b id  for th r if t  a c ­
co u n ts  te n d e d  d ec id e d ly  in  favor o f sa v in g s  and  lo an  a s s o c ia t io n s .
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S av e rs  and  S av in as  and  Loan S h a re s . The p a tte rn  o f p re fe re n ce s  
for th e  d eb t of th e  v ario u s  sa v in g s  in te rm ed ia rie s  w a s  very  s im ila r  for 
th e  n a tio n  and  th e  L ittle  Rock D is t r ic t . For more d e ta ile d  d a ta  on th e  
v a rio u s  s ta te s  w ith in  th e  N in th  D is tr ic t  s e e  C h ap te r  IV. The d eb t of 
s a v in g s  an d  lo an  a s s o c ia t io n s  of som e of th e  s ta te s  w a s  p referred  by 
sa v e rs  to  su ch  an  ex ten t th a t  sa v in g s  an d  lo a n  a s s o c ia t io n s  o u ts tr ip p e d  
com m ercial b an k s  bo th  a b s o lu te ly  and  r e la t iv e ly .
S av in g s and  lo an  a s s o c ia t io n s  ta ilo re d  th e ir  d e b t , i . e . , sa v in g s  
and  lo a n  s h a re s ,  so  th a t I t  w as  a t tra c tiv e  to  th a t  v a s t  m arket c re a te d  
by th e  grow th  in  p e rso n a l Incom e and  th e  co n co m itan t g row th  in  s a v in g s , 
th e  re d is tr ib u tio n  of Incom e, and  th e  In c re a s e  in  th e  volum e o f sa v in g s  
by in d iv id u a ls  r e la tiv e  to  b u s in e s s . I rre sp e c tiv e  o f  th e  m otives for 
s a v in g , th e  p re fe ren ce s  o f  in d iv id u a ls  fo r f in a n c ia l a s s e t s  (includ ing  
th e  d eb t of f in a n c ia l in te rm ed ia rie s)  I s  g e n e ra lly  co n d itio n ed  by  th e  
fo llow ing  q u a l i t ie s  o f an  a s s e t :  (1) " l iq u id ity "  (co n v en ien ce ), i . e . ,  
th e  p roperty  o f read y  c o n v e rtib ili ty  in to  c a sh ; (2) "C a p ita l c e r ta in ty , ”
I . e . , th e  c e r ta in ty  o f co n v e rs io n  in to  c a s h  a t  o r n e a r  p u rch ase  p rice ;
(3) "Incom e c e r t a in ty ," i . e . , th e  a s s u ra n c e  th a t  a  g iv en  Incom e w ill
b e  re a liz e d ; and  (4) "L en d e r 's  r i s k , " I . e . , th e  r isk  of non -paym en t
35or fa ilu re  to  pay  a s s o c ia te d  w ith  a s s e t .
The h o ld e rs  o f th r if t  a c c o u n ts  (ra in y -d a y  ac co u n ts )  a re  q u ite
3 3 Joan R obinson , The Rate of In te re s t  and  O ther E ssa y s  (London: 
M acm illan  and  C om pany, 1952), p .  5 f f .
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w illin g  to  hoiU th e ir  sa v in g s  In th e  form o f an  a s s e t  w h ich  o ffe rs  a  h igh  
d eg ree  o f  incom e c e r ta in ty , l iq u id ity , c a p ita l  c e r ta in ty  an d  a  minimum 
of le n d e rs ' r i s k .  S av in g s and lo an  sh a re s  com bine th e s e  q u a l i t ie s
r
ad m irab ly . The c re a tio n  o f FSLIC v ir tu a lly  e lim in a ted  any  lo n g -ru n  r is k ,  
and  th e  p ra c t ic e  o f rep u rch as in g  s h a re s  by a s s o c ia t io n s  upon  dem and 
h a s  rendered  s h a re s  h igh ly  liq u id . W hen th e  re la tiv e ly  h igh  "d iv idend" 
ra te  on sh a re s  Is  c o n s id e re d , th e y  becom e ex trem ely  a t tra c tiv e  to  th e  
h o ld e rs  o f th r if t  a c c o u n ts .
The Return o n  S a v in g s . The av e ra g e  an n u a l y ie ld s  on  s e le c te d  
ty p e s  o f in v e s tm e n ts  th a t  may b e  c o n s id e re d  a l te rn a tiv e s  to  sa v in g s  
and  lo an  s h a re s  a re  show n in  T able L b e lo w .
TABLE L
AVERAGE ANNUAL YIELD 
SELECTED TYPES OF INVESTMENT
1945 1950 1955_____m i
S and  L A ccounts 2 .5 2 .5 2 .9 3 .7
M utual Saving  Banks 1 .7 2 .0 2 .7 3 .2
Time D e p ts . C om m ercial Banks 0 .8 0 .9 1 .4 2 .4
U . S . Bonds 2 .4 2 .3 2 .8 4 .1
M un ic ip a l Bonds (HG) 1 .7 2 .0 2 .6 3 .7
C o rp . AAA Bonds 2 .5 2 .6 3 .1 4 .4
SOURCE: U n ited  S ta te s  S av in g s and Loan League
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Except in  the  N ortheast, where mutual savings banks are pre­
v a len t, savings and loan a sso c ia tio n s  and commercial banks are the 
only two sign ifican t com petitors for sav e rs ' funds th a t are destined  
for th e  passbook accoun t. The y ie ld  on savings and loan accounts 
co n sis ten tly  averaged higher than  the  y ie ld  on tim e dep o sits  a t com­
m ercial b an k s . More s ign ifican tly , in  a reas  where population , u rban isa­
tio n , housing , and Income growth were acce le ra ted , th e  y ie ld  on sav ings 
and loan accounts w as typ ically  higher than  the national av e rag e . L ittle 
Rock, G reensboro, and San Francisco w ere such a re a s , th e  y ie ld  on 
savings and loan accounts in th e se  a reas  being typ ica lly  higher than  
th e  national average (See Table I I ) .
It is  qu ite apparent th a t any a s s e t  w hich matched sav ings and 
loan shares in  liqu id ity , cap ita l ce rta in ty , and len d ers ' risk  did not 
match them  In return on Investm ent in  the  postw ar period . M oreover, 
the y ie ld  on corporate AAA bonds did not appreciably  exceed  the  return 
on sav ings and loan sh a re s . There is  lit t le  reason  to  assum e that 
corporate AAA bonds were in  serious com petition w ith savings and loan 
s h a re s .
The dividend ra te  is  crucia lly  re la ted  to  th e  inflow of savings a t 
sav ings and loan a s so c ia tio n s . The dividend ra te  w as a  b as ic  reason  for 
the  Increasing  preference for shares of savings and loan a s so c ia tio n s . 
This is  e ssen tia lly  true because  savings and loan asso c ia tio n s  in  p rac­
tic e  made th e ir  shares convertible in to  cash  upon dem and. When people
TABLE LI
INSURED SAVINGS AND LOAN ASSOCIATIONS AVERAGE ANNUAL 
DIVIDEND RATES PAID, BY FHLB DISTRICTS, SELECTED YEARS
(Weighted average)
P m . 30
1956












D ec. 31 
1959
United S tates 3.07 3.18 3.31 3.43 3.50 3.48 3.55 3.77
Boston 2.97 3.05 3.10 3.19 3.16 3.24 3.28 3.56
New York 2.84 2.91 3.03 3.15 3.20 3.21 3.27 3.45
Pittsburgh 2.99 3.00 3.04 3.10 3.22 3.25 3.31 3.47
Greensboro 3.21 3.29 3.41 3.55 3.62 3.58 3.61 3.89
Cincinnati 2.95 3.03 3.13 3.30 3.34 3.28 3.41 3.68
Indiana 2.76 2.86 3.00 3.09 3.14 3.16 3.22 3.49
Chicago 3.10 3.16 3 .30 3.46 3.60 3.62 3.65 3.77
Des Moines 3.02 3.12 3.24 3.35 3.47 3.40 3.47 3.72
Little Rock 3.14 3.22 3.51 3.56 3.14 3.54 3.65 3.86
Topeka 3.16 3.20 3.36 3.44 3.54 3.43 3.50 3.90
San Francisco 3.30 3.62 3.75 3.84 3.87 3.85 3.90 4.10
SOURCE: Operating Analysis D ivision, Federal Home Loan Bank Board.
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b e liev e  th ey  can  o b ta in  th e ir  money any tim e th ey  d e s ire  i t ,  th ey  do not
36h e s i ta te  to  sh ift to  th e  h ig h e s t y ie ld s . A p a tte rn  o f a v a ila b ility  of
funds upon dem and and g en e ra lly  h igher y ie ld s  th an  th o se  of o th e r com -
37p e tit  or s  fo r th r if t  a c c o u n ts , a re  b a s ic  fac to rs  in  th e  grow th of sa v in g s  
a t  sav in g s  and lo an  a s s o c ia t io n s .  Of c o u rse , fac to rs  o th e r th a n  th e  
re tu rn  paid  to  sa v e rs  by v ario u s in s titu tio n s  a ffe c t s a v e rs ' p re fe re n c e s , 
fac to rs  such  a s  geog raph ic  lo c a tio n  and co n cen tra tio n  of in s t i tu t io n s , 
th e  ty p e s  o f in d iv id u a ls  holding a c c o u n ts , and  th e  d iffe ren ce  in  mer­
ch an d is in g  t e c h n i q u e s . One fa c t m ust not be  overlo o k ed , how ever.
The re tu rn  paid  to  sav e rs  by sav in g s  and  lo an  a s s o c ia t io n s  i s  h igher 
th a n  th e  re tu rn  th a t  s a v e rs  can  se cu re  from o th e r d e p o s it- ty p e  sav in g s 
In s t i tu t io n s . The favo rab le  co m petitive  p o s itio n  for th r if t  a cc o u n ts  i s  
augm ented by th e  ta x  p o s itio n  of sav in g s and  lo an  a s s o c ia t io n s .
T axation  and  th e  Growth o f S av ings and  Loan A sso c ia tio n s . S av ings 
and lo an  a s s o c ia tio n s  re c e iv e  d iffe ren tia l ta x  tre a tm e n t. This po in t w as
36Paul A. S am u elso n , "The C urrent S ta te  of th e  Theory of In te re s t 
R a te s , W ith  S p ec ia l R eference to  M ortgage R a te s . 11 C onference  on 
S av in as  and R esid en tia l F inancing (C hicago: U nited  S ta te s  S av ings and 
Loan L eague, 1960), p p . 11-29; s e e  a ls o  W . O . D u v a ll, "T ax a tio n ,"  
S av in as  and  Loan N e w s . O cto b er, 1960, p p . 2 2 -2 8 . The lite ra tu re  is  
re p le te  w ith  s ta tem en ts  to  th e  e ffec t th a t  h igher y ie ld s  on  sav in g s  and 
lo an  sh a re s  la rg e ly  ex p la in  th e ir  co m petitive  ad v an tag e  in  a ttra c tin g  
s a v in g s .
^7See th e  p reced ing  ta b le  on y ie ld s .
3®Leon T . K endall and  Frank H . G an e , "The S av ings and Loan 
B u s in ess : I ts  Economic S ta tu s  and  I ts  Role in  th e  S av ings Investm ent 
P ro c e s s ,"  1960 P ro ceed in g s C onference  on  S av ings and R esid en tia l 
F inancings (C hicago: U n ited  8 ta te s  S av ings and  Loan L eague, 1960),
p p . 1 21 -148 .
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d e ta ile d  in  C h ap te r I I . The q u es tio n  h ere  i s  w h eth er or no t th is  d iffe r­
e n tia l  ta x  trea tm en t h a s  b een  a  fac to r in  th e  rap id  growth of sa v in g s  and  
lo an  a s s o c ia t io n s ,  I . e . , h a s  m ade p o ss ib le  a  h igher d iv idend  r a te .  
Perhaps a  com parison  of th e  ta x  p rocedu res apply ing  to  com m ercial 
banks and sav in g s  and lo an  a s s o c ia tio n s  i s  app rop ria te  a t  th is  ju n c tu re .
The p rin c ip a l ta x  d iffe re n ce , s in c e  both  a re  su b je c t to  th e  sam e 
nom inal r a t e s , d e riv es  from th e  d efin itio n  o f ta x a b le  Incom e. Both 
com m ercial banks and sav in g s  and lo an  a s s o c ia tio n s  are  perm itted  th ree  
p rin c ip a l d ed u c tio n s from g ro ss  incom e:
1. O perating  ex p e n se s  a re  d ed u c tib le  for b o th .
2 . C om m ercial banks a re  a llow ed  to  deduct In te re s t pa id  on 
tim e d e p o s its ,  and sav in g s and loan  a s s o c ia tio n s  a re  
a llow ed  to  deduc t d iv id e n d s .
3 . Both are  perm itted  to  deduct an  a llo w an ce  for bad  d e b ts .
The bad  d eb t item  is  th e  p rin c ip a l po in t o f d iffe ren ce  and  of 
39co n tro v ersy  b e tw een  com m ercial banks and  sav in g s  and loan  a s s o c ia ­
t io n s .  C o n g ress  h a s  a llow ed  for a  bad  deb t re se rv e  for com m ercial b a n k s , 
and  th e
. . . T reasury  h as  is s u e d  reg u la tio n s  perm itting  a  re se rv e  
for bad  d eb ts  b a se d  on th e  av e rag e  lo s s e s  on th e ir  loans
39S ee  is s u e s  o f Banking a f te r  1955, e . g . ,  A. L. S can lan , "How
Banks can  R e s is t th e  M ushroom ing of F ederal S av ings and  Loan A sso c ia ­
t io n s ,"  B anking. June 1957; s e e  a lso  i s s u e s  of th e  S av in as and Loan N ew s
a fte r  1955; and  s e e  G . E .  L ent, "C om parative Tax Treatm ent o f M utual
S av ings In s titu tio n s  and C om m ercial B an k s . 11 Tax R evision  Com pendium .
U . S . C o n g re s s , H ouse of R e p re sen ta tiv e s , C om m ittee on W ays and
M eans (W ashington: U nited  S ta te s  G overnm ent P rinting O f f ic e r  1959),
p p . 1767-1782 .
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over any 2 0 -y ear period beginning w ith  1927. The ex ac t 
period u sed  depends on a  b an k 's  c h o ic e . Each y e a r  a 
deduction  for bad  d eb ts  may be made un til a maximum 
rese rv e  h as been  e s tab lish e d  equal to  th ree  tim es th e  
average  lo s s  experience  fac to r m ultip lied  by the  amount 
of ou tstanding  loans •
The bad  deb t featu re  is  d ifferen t for sav ings and loan a s s o c ia tio n s ,
a s  w as Ind ica ted  in  C hap ter HI, and in  operation  i t  Is more lib e ra l. The
law provides th a t any amount not to  exceed  net Income may be applied
to  a  rese rv e  for bad d e b ts , provided th a t such  re se rv e s  p lus su rp lus do
not exceed  12 per cen t of w ithdraw able a c c o u n ts .* 1 Savings and loan
as so c ia tio n s  u su a lly  do not pay incom e ta x e s ,  b ecau se  th e  add itions
made to  bad debt re se rv e s  and surp lus a re  u su a lly  equal to  th e  net in -
42come of an  a s so c ia tio n  a fte r d iv id en d s . B ecause o f th e  rap id  growth 
of sav ings and loan  a s s o c ia tio n s , th e  amount of re se rv e s  perm itted h as  
natu ra lly  in c reased  ann u a lly .
How sig n ifican t h a s  th e  d iffe ren tia l ta x  trea tm ent been  in  th e  rapid  
growth o f sav ings and loan  a s s o c ia tio n s ?  It apparen tly  has been  a 
fa c to r. An illu s tra tio n , f irs t of how a com m ercial bank i s  tax ed  and then  
of an  ap p lica tio n  of th e  sam e prov isions to  sav ings and loan a s s o c ia tio n s ,
40H arold Torgerson, "Three Problem s of C oncern  to  Savings and 
lo a n  A sso c ia tio n s ,"  ggnfoffnff? 211 Savings and R esiden tia l F inancing: 
1960 Proceedings (Chicago: U nited S ta te s  Savings and Loan League,
1960), p . 166.
41 Jack C a sh in . H istory of Savings and Loan A ssoc ia tions In Texas 
(Austin: Bureau of R esearch , The U niversity  of T exas, 1956), p . 138.
42Torgerson, o n . c l t . , p . 166.
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w ill provide some In s ig h ts . F irs t, th e  procedure for com m ercial banks
w ill be show n. Assume th a t Bank A, w ith  lo an s ou tstanding  of $ 9 ,0 0 0 ,0 0 0
a t th e  beginning of 1959 and $ 1 0 ,0 0 0 ,0 0 0  a s  of Decem ber 31 , 1959 and
a tw en ty -y ea r lo s s  ra tio  o f 0 .5  per c e n t, has a t th e  beginning of 1959 a
bad deb t rese rv e  of $ 1 3 5 ,0 0 0 . S ince th e  ce iling  fac to r for a  bank is
th ree  tim es i t s  lo ss  ra tio  over th e  20 y e a rs , i t  may have a t th e  end of
1959 a bad  d eb t rese rv e  of $150,000 (3 x 0 .5  per cen t of $ 1 0 ,0 0 0 ,0 0 0 ).
Therefore, th e  Bank could  have transferred  a s  much a s  $15 ,000  to  the
bad deb t rese rv e  and s t i l l  b e  w ith in  the  rese rv e  ce ilin g  p erm issib le  in
th is  illu s tra tio n . The $15 ,000  transferred  to  re se rv es  i s ,  o f co u rse ,
deducted  for ta x  p u rp o ses .
A ssum e, now , a  sav in g s and loan  a s so c ia tio n  w ith  sav in g s
c a p ita l of $ 9 ,0 0 0 ,0 0 0  and rese rv e s  and surp lus of $747,000 (9 ,0 0 0 ,0 0 0  x  
43.083) a t the  beginning of 1959 and $10 ,000 ,000  in  sav ings cap ita l a t
t
the  end of 1959. If re se rv e s  and surplus are  m aintained a t 8 .3  per cen t
^During the  1950s sav in g s and loan a s so c ia tio n s  m aintained 
rese rv e s  and surp lus equal to  approxim ately 8 .3  per cen t of sav ings 
c a p i ta l . Perhaps it should be poin ted  out th a t i t  is  conventional to  refer 
to  th e  m aintenance of a  rese rv e  and surp lus account by sav ings and loan 
a s so c ia tio n s  a s  a  re se rv e  for bad  d e b ts . It is  e s se n tia lly  th e  sam e a s  
th e  c a p ita l account for com m ercial b an k s , and  i t  is  perhaps more mean­
ingful to  co n sid er i t  a s  su c h . M oreover, it seem s sa fe  to  assum e th a t 
th e re  is  some lev e l below  w hich th e  superv isory  au th o ritie s  w ould not 
perm it re se rv e s  to  f a l l .  The te n -y e a r  re la tiv e  constancy  of th e  8 .2  per 
cen t ra tio  to  loans su g g es ts  th a t th is  may be near the  low er lim it. 
C urrent ag ita tio n  of th is  point by th e  banking community supports th is  
p o in t.
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p f sav in g s c a p ita l ,  th e  p e rm iss ib le  le v e l w ould be $830 ,000  a t th e  end 
of th e  y e a r . Thus th e  sav in g s  and lo an  a s so c ia tio n  cou ld  add $83 ,000  
($830,000  -  747 ,000) to  re se rv e s  and  surp lus and deduct th e  sam e from 
ta x a b le  incom e. H ow ever, th e  maximum re se rv e  ce ilin g  for bad  deb t is  
$ 1 ,2 0 0 ,0 0 0  (12 per c e n t o f w ithdraw able acco u n ts); th e re fo re  i t  w ould 
be  p o s s ib le  for th e  sav in g s and  loan  a s so c ia tio n  to  tra n s fe r  a s  much a s  
$453 ,000  ($ 1 ,2 0 0 ,0 0 0  -  $747,000) to  re se rv e s  and su rp lus a s  of 
D ecem ber 31 , 1959, deducting  th e  sam e from ta x a b le  Incom e.
Assum e further th a t th e  com m ercial bank and th e  sav in g s  and  loan  
a s so c ia tio n  had  net ea rn ings in  1959 of $200 ,000  a f te r  d iv id e n d s , but
 ^ r
before a llo c a tio n s  to  re se rv e s  and ta x e s .  The com m ercial b an k , a c ­
cording to  our exam ple could  tra n s fe r  $15 ,000  ta x  free to  a re se rv e  for 
bad  d eb ts ; th e  o ther $185 ,000  of ne t Incom e w ould be su b je c t to  th e  
co rporate  Incom e ta x .  The a s so c ia tio n  w ould be  a llow ed  to  tra n s fe r  the  
en tire  $200 ,000  ta x  free  to  a  re se rv e  — In d eed , any am ount not ex c ee d ­
ing $ 4 5 3 ,0 0 0 . The ta x  b ill  for th e  com m ercial bank i s  $ 9 0 ,7 0 0  ($185 ,000  
net incom e ta x ed  a t  30 per c e n t of f irs t  $ 2 5 ,0 0 0  and 52 p er ce n t of th e  
rem ainder). For th e  a s s o c ia tio n  th e  ta x  b ill  w ould be z e ro .
Thus fa r th e  il lu s tra tio n  d o es  not ta k e  accoun t of th e  fa c t th a t 
sav in g s  and  loan  a s s o c ia tio n s  have  b een  growing more rap id ly  th an  
com m ercial b a n k s . The ra te  o f growth v ita lly  a ffe c ts  th e  am ounts th a t 
may b e  a llo c a te d  ta x  free  to  a  re se rv e  for bad  d e b ts .
O nce a  sav in g s  and lo an  a s s o c ia tio n  h a s  accum ulated  a  re se rv e
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am ounting  to  12 p er c e n t o f It*  w ith d raw ab le  d ep o s it*  ( s h a re s ) , th e n  
th e  am ount th a t  may b e  ad d ed  ta x  free  to  a  b ad  d eb t r e s e rv e  i s  a  
fu n c tio n  o f th e  ra te  o f g row th in  sa v in g s  a c c o u n ts .  A ssum ing a  15 per 
c e n t ra te  o f grow th in  sa v in g s  d e p o s i ts ,  e . g .  from $ 1 0 ,0 0 0 ,0 0 0  to  
$ 1 1 ,5 0 0 ,0 0 0  for th e  y e a r  (not uncom m on for sa v in g s  an d  lo an  a s s o c ia ­
t io n s ) ,  th e  a s s o c ia t io n  in  our exam ple co u ld  a d d , so le ly  a s  a  r e s u lt  of 
g ro w th , $ 1 8 0 ,0 0 0  ta x  free  to  re s e rv e s  and  s u rp lu s .  G iv en  th e  sam e ra te  
o f grow th in  com m ercial bank  lo a n s ,  e . g . ,  $ 1 0 ,0 0 0 ,0 0 0  to  $ 1 1 ,5 0 0 ,0 0 0  
for th e  y e a r ,  i t  cou ld  add  on ly  $ 2 2 ,5 0 0  ta x  free  to  a  r e s e rv e  fo r b ad  
d e b t s .
From 1945 to  1959, a c tu a l  grow th in  th e  fa c to rs  a llow ing  for ta x  
free  a d d itio n s  to  re se rv e s  w ould  h av e  p erm itted  a  to ta l  ta x  free  ad d itio n  
o f $ 1 ,2 7 1 ,2 3 5 ,0 0 0  by com m ercial b an k s  and $ 5 ,6 6 1 ,9 6 0 ,0 0 0  by  sa v in g s  
and  lo an  a s s o c ia t io n s .  The to ta l  am ount th a t  s a v in g s  and lo a n  a s s o c ia ­
t io n s ,  In d iv id u a lly  or In  th e  a g g re g a te , may add ta x - f re e  In any  y e a r  to  a 
re se rv e  for b ad  d eb ts  Is  a  fu n c tio n  o f (1) how m uch h a s  b e e n  ad d ed  In 
p rev io u s y e a rs  re la tiv e  to  th e  maximum a llo w ab le  an d  (2) th e  ra te  o f grow th 
In sa v in g s  c a p i ta l .  The a g g re g a te  re se rv e  p o s it io n  of sa v in g s  and  lo an  
a s s o c ia t io n s  in  1959 i s  a  c a s e  In  p o in t. S av in g s  c a p ita l  o f a l l  a s s o c ia ­
t io n s  ro se  from $ 4 7 ,9 7 6  m illio n  on  January  1 to  $ 5 4 ,5 4 8  m illion  a s  of 
D ecem ber 3 1 , an  In c re a s e  of 1 3 .4  p e r  c e n t .  This ra te  of grow th m ade 
p o s s ib le  an  ad d itio n  o f  $789 m illion  ta x - f r e e  to  a  bad  d eb t re se rv e  (550 
m illion  w as  a c tu a lly  added) so le ly  a s  a  r e s u l t  o f th e  1 3 .4  p e r  c e n t grow th
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in sav ings c a p ita l. However, because  they  failed  to  add the  maximum 
allow able to  bad debt rese rv es in  th e  y ears  previous to  1959, they  could 
have added $2,701 m illion, or $2,151 m illion more than  w as added in  1959. 
In the  period 1945-1959, sav ings cap ita l growth alone would have perm itted 
addition  of $ 5 ,6 f2  m illion to  re se rv e s , w hile  savings and loan a s so c ia tio n s  
added only $3,733 m illion . It is  qu ite apparent th a t th e  rapid  ra te  of 
growth in  savings cap ita l of a s so c ia tio n s  and th e ir  propensity  to  m aintain 
a rese rv e  for bad deb ts equal to  approxim ately 8 .3  per cen t of sav ings 
cap ita l has g iven  r ise  to  a s itua tion  in w hich a tax -free  amount g reater 
than  th e ir g ross income in  1959 (slightly  le s s  than  $3 b illion) could have 
been  added to  re se rv e s . In e ffec t, sav ings and loan a sso c ia tio n s  have 
been exempted from corporate income tax a tio n .
Perhaps there Is a v ita l re la tionsh ip  betw een the  ab ility  of sav ings 
and loan a s so c ia tio n s  to  pay a higher dividend ra te  than  the  y ie ld  on tim e 
d ep o sits  and th e ir  advantage in  ca lcu la ting  "bad debt" rese rv e  allow ­
a n c e s . However, the re  is  a d ivergence of opinion as  to  how much the 
dividend ra te  would be a ffec ted . P rofessor C . F. Haywood44 a sse r te d  
th a t h is  study4® of th is  problem suggested  th a t It perm itted a  higher
44Torgerson, o p .  c i t . . p .  168.
4%n correspondence w ith  P rofessor C . F . Haywood concerning the 
av a ilab ility  of h is  study , he  informed the  w riter th a t w hile employed by the 
Bank of America and The American Bankers A ssociation  he made severa l 
s tu d ies  on th e  question  of equal ta x  treatm ent for com m ercial banks and sav ­
ings and loan  a s so c ia tio n s . However, s ince  th e se  s tu d ies  are  the  property 
of private o rgan isa tions they  are  not a v a ila b le . It should be noted h e re , 
how ever, th a t any an a ly s is  of th is  problem must make ce rta in  assum ptions 
about the  following: (1) a llo ca tio n s to  rese rv es; (2) dividend policy; (3) th e  
ta x  ra te  app licab le; (4) the  nature of th e  proposed ta x  arrangem ent for sav ­
ings and loan a sso c ia tio n s ; and (5) th e  nature of sav ings and loan  a d ju s t­
ment to  a low er dividend ra te .
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dividend ra te  by about 1/4 of 1 per cen t per annum . O th e rs , 4® how­
ev e r, e s p e c ia lly  among th e  banking com m unity, th ink  th a t i t  perm its 
a  1 1 /2  per cen t per annum higher d ividend r a t e . There are  a lso  th o se  
who a rg u e , although adm itting th a t a h igher ra te  on d ep o s its  g iv es  a 
com petitive ad v a n tag e , th a t th e  re la tiv e ly  h igher y ie ld  on sav ings and 
loan  sh a res  i s  prim arily a  function of th e  superio r earning power of 
sav in g s and loan  a s s o c ia tio n s . Banks seek  th e  preferred r isk  and they  have 
th e  low er y ie ld s .  A sso c ia tio n s , It Is argued , earn  more b ecau se  of th e  
nature of th e ir  in v estm en ts , not b ec au se  of th e  d iffe ren ces in  ta x  tr e a t­
m e n t.47 Subsequent p arag raphs, in  w hich com m ercial bank tax a tio n  is  
ap p lied  to  ac tu a l sav ings and loan  d a ta , may in d ica te  th e  Im pact o f d if­
fe ren tia l ta x  trea tm en t on sav in g s and loan  dividend p o licy .
In 1959, sav in g s ca p ita l of sav in g s and loan  a s so d la tlo n s  w as 
$47 ,976  m illion on January 1 and $54,548 m illion on D ecem ber 31 , 
averaging  $51 ,262  m illion for th e  y e a r . Based on th e  average sav in g s 
c a p ita l ,  th e  $1 ,820  m illion w hich sav ings and loan  a s so c ia tio n s  ac tu a lly  
a llo ca ted  to  d iv idends in  1959 y ie ld s  a  d iv idend ra te  of 3 .55  per c e n t.
Loans ou tstand ing  for sav ings and loan  a s so c ia tio n s  w ere $45,627 m illion 
on January 1, 1959 and $53,087 m illion on  D ecem ber 31 , 1959. Thus,
4®Scanlan, o n . c i t . , p p . 4 9 -5 0 . No a n a ly s is  is  g iv en .
47G aylord A. Freem an, "C om petition for sav in g s and Federal Income 
T ax a tio n ,"  Com m ercial and F inancial C h ro n ic le . February 23, 1956, 
p p . 31-35; "Effects of Taxation on C om petition for S av in g s ."  B anking.
April 1956, p p . 74-78; se e  a lso  L ent, o n . c i t . ,  p p . 1767-1782.
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com m ercial bank ta x a tio n , assum ing  a  lo s s  ra tio  fac to r o f 0 .5  per c e n t,  
w ould have perm itted  a  maximum ta x -f re e  ad d itio n  to  re se rv e s  of a p ­
proxim ately  $112 m illion  ^[3 x  0 .5  x  $ 5 3 ,0 8 7 ,0 0 0 ) -  (3 x  0 .5  x  
$ 4 5 ,6 2 7 ,0 0 0 )7 , su b s ta n tia lly  le s s  th a n  th e  $550 m illion  ac tu a lly  added 
to  re se rv e s  in  1959.
A ssum ing th a t  a s s o c ia tio n s  m ust a l lo c a te  to  o ther ex p en se  item s 
and add to  th e ir  re se rv e s  and su rp lus each  y e a r  ac tu a lly  w hat th ey  d id
AO
a d d , ° and fu rther assum ing  th a t th e  average  lo s s  ra tio  fac to r for com ­
m ercia l ban k s to  b e  0 .5  per c e n t ,49 th en  It can  be  shown th a t  sav in g s 
and lo an  a s s o c ia tio n s  w ould have  been  forced  to  pay a som ew hat low er 
d iv idend  ra te  th a n  th e  3 .5 5  per c e n t w hich  w as a c tu a lly  p a id . The a s ­
sum ption o f a s s o c ia t io n s ' being  ta x e d  a s  com m ercial banks In 1959 
n e c e s s i ta te s  th e  determ ination  of how much sav in g s  and  loan  a s so c ia tio n s
4®In th e  d ecad e  of th e  1950s, a l l  a s s o c ia tio n s  of th e  nation  
a c tu a lly  held  in  re se rv e s  and su rp lus an  av e rag e  o f 8 .2  p er c e n t of 
th e ir  lo an s  o u ts ta n d in g . The range of th is  p ercen tag e  w as le s s  th an  
one p ercen tag e  po in t for th e  1950s.
49This seem s to  be  a  r e a l is t ic  f ig u re . From 1927 to  1947, n e t 
lo s s e s  a s  a  p er c e n t o f to ta l  lo an s  ex ceed ed  0 .5  p er ce n t only e ig h t 
tim es (0 .6 9  p er c e n t in  1930, 1 .23  per cen t In  1931, 2 .2 6  per c e n t In 
1932, 3 .0 6  per cen t in  1933, 3 .2 7  per c e n t in  1934, 1 .5 0  per c e n t in  
1935, 0 .9 0  per cen t in  1936, and 0 .5 8  per c e n t in  1938); It should  b e  
no ted  th a t  th e s e  a re  sev e re  d e p re s s io n  ex p e rien ce  y e a r s . The average  
ra te  o f lo an  lo s s e s  w as on ly  0 .6 0  per c e n t for th e  period  1929-1947 . 
S ee Roland I .  R obinson, The M anagem ent of Bank Funds (M cG raw -H ill 
Book C om pany, 1951), p p . 400-416; s e e  a ls o  rep o rts  of th e  FDIC; and 
G . E .  L ent, "C om parative Tax Treatm ent o f M utual S av ings In s titu tio n s  
and  C om m ercial B a n k s ,"  Tax R evision Com pendium . Vol. 3 , p p . 1767- 
1782.
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w ould  h av e  had  a v a ila b le  for d isb u rsem en t a s  d iv id e n d s  b efo re  th e  
d iv id en d  ra te  c a n  be a s c e r ta in e d  under su ch  c irc u m s ta n c e s .
The re le v a n t sa v in g s  and lo an  d a ta  for 1959 a re : $ 1 ,8 2 0  b ill io n  
p a id  in  d iv id en d s  and  $ .5 5 0  b ill io n  a c tu a lly  a l lo c a te d  to  r e s e rv e s .
S in ce  v ir tu a lly  no Incom e ta x  i s  p a id  by  sa v in g s  and  lo an  a s s o c ia t io n s  
in  th e  a g g re g a te , th e  sum  o f th e s e  tw o  item s ($ 2 ,3 7 0  m illion) i s  an  a p ­
prox im ation  o f Incom e before t a x e s .  As p rev io u s ly  sh o w n , i f  sa v in g s  and  
lo a n s  w ere  ta x e d  a s  com m ercia l b a n k s , th e  maximum ta x - f re e  re se rv e  
a llo c a tio n  p o s s ib le  w ould  be $ .1 1 2  b i l l io n . A ssum ing a  52 per c e n t ta x  
r a te ,  th e *  th e  am ount a v a ila b le  for d iv id en d s  for 1959 c a n  b e  O btained a s  
fo llo w s:
T axab le incom e -  ta x e s  + $ .1 1 2  = $ .5 5 0  b ill io n  (am ount 
a c tu a lly  ad d ed  to  re se rv e s )
T axab le  incom e -  ta x e s  = $ .4 3 8  b ill io n
N et incom e befo re  ta x e s  -  ad d itio n  to  re se rv e s  -  d iv id en d s  -  
ta x a b le  incom e
.48  ($ 2 ,3 7 0  -  $ .1 1 2  -  X) -  $ .4 3 8  b ill io n
X * $ 1 ,3 4 6  b ill io n  (am ount a v a ila b le  for d iv id en d s)
T h u s, und er th e  a s su m p tio n s , th e  maximum p o s s ib le  d iv idend  ra te  
for sa v in g s  and  loan  a s s o c ia t io n s  in  1959, i f  ta x e d  a s  com m ercial b a n k s , 
w ould  h av e  b een  approx im ate ly  2 .6 2  p e r c e n t50 (d iv id e n d s . I . e . ,  $ 1 ,3 4 6  
b il l io n , d iv id ed  by  av e ra g e  sa v in g s  c a p i ta l ,  i . e . ,  $ 5 1 ,2 6 5  b illio n ) a s
S^A 40 p e r  c e n t ta x  ra te  w ould  perm it a  2 .9 8  per c e n t d iv idend  
ra te ; a  30 p e r  c e n t ta x  r a te ,  a  3 .1 0  p e r  c e n t d iv idend  r a te .
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com pared w ith  th e  3 .5 5  p e r c e n t d iv id en d  ra te  p o s s ib le  under th e  b ad  
d eb t p ro v is io n  for sa v in g s  and  lo an  a s s o c ia t io n s . As a  f ir s t  approx im a­
t io n , th e n , a  com m ercial bank  ty p e  o f ta x a tio n  m ight r e s u lt  in  low er 
sa v in g s  and  lo a n  d iv idend  r a te s  by  0 .5  t o  1 per c e n t p er annum , d e ­
pending on th e  e ffe c tiv e  ra te  of incom e ta x a t io n . A fter a llo w an ce  for 
seco n d ary  e f f e c ts ,  how ev er, th e  dow nw ard ad ju stm en t in  d iv idend  ra te s  
w ould probab ly  b e  sm a lle r .
A low er d iv idend  ra te  by  a s  much a s  1 p er c e n t w ould  produce the s e  
c o n se q u e n c e s : (1) I t  w ould  s e rio u s ly  re ta rd  th e  ra te  o f grow th o f s a v ­
in g s  c a p ita l  a t  sa v in g s  and lo an  a s s o c ia t io n s ;  (2) a s  a  r e s u l t ,  th e  flow  
of funds in to  th e  hom e m ortgage m arket w ould  b e  re s tr ic te d ; (3) th e  ra te  
on  re s id e n tia l  m ortgages w ould  r is e  b e c a u se  o f th e  red u ced  re la tiv e  
supp ly  o f m ortgage funds; (4) th e  h ig h e r ra te  on  m o rtg ag es , th e  c h ie f  
form o f a s s e t  o f a s s o c ia t io n s ,  w ould  m ean h ig h e r ea rn in g s  fo r a s s o c ia ­
tio n s  per d o lla r  of sa v in g s  c a p ita l;  (5) th e  low er ra te  of grow th of sa v in g s  
c a p ita l  w ould  m ean th a t  sm a lle r  am ounts w ould h av e  to  b e  added  to  r e ­
se rv e s  to  m ain ta in  a  g iv e n  r e s e rv e /c a p i ta l  ra tio ; (6) by  re a so n  o f (4) and  
(5 ), th e  a b ili ty  to  pay  d iv id en d s in  re la tio n  to  sa v in g s  c a p ita l  w ould  be 
In c re a s e d . Thus th e  a c tu a l red u c tio n  in  d iv idend  ra te  w ould  l ie  b e tw een  
ze ro  and th e  f ir s t  approx im ation  m ade a b o v e . A fter c o n se rv a tiv e  a llo w ­
a n c e s  h av e  b e e n  m ade for th e  ad ju s tm e n ts  enum erated  a b o v e , p lu s  th e  fac t 
th a t  com m ercial b an k s ty p ic a lly  do  not pay  a n  e ffe c tiv e  52 p e r c e n t ta x  
r a t e , i t  i s  b e lie v e d  th a t  th e  d if fe re n tia l ta x  trea tm en t p robab ly  m akes 
p o s s ib le  a  sa v in g s  and  lo an  d iv id en d  ra te  from 0 .3  to  0 .5  p er c e n t p e r
annum  h ig h e r . At th e  sam e tim e , o f c o u rs e , i t  perm its  a  h ig h e r ra te  
o f grow th o f sa v in g s  and lo an  a s s e t s  and  low er hom e m ortgage in te re s t  
r a te s  th a n  o th e rw ise  w ould  b e  p o s s ib le .
The D evelopm ent of Home F in an c in g  S e rv ice s
In  C h h p ter IV i t  w a s  show n th a t  sa v in g s  and  lo a n  a s s o c ia t io n s  
occupy  a  predom inant p o s it io n  am ong le a d e rs  in  th e  hom e m ortgage 
fin an c in g  f ie ld ,  acco u n tin g  for more th a n  40 p er c e n t o f th e  n a t io n 's  
hom e m ortgage re c o rd in g s , th e  la rg e s t  sh a re  for any  ty p e  le n d e r . In 
th e  d ec a d e  o f th e  1950s sa v in g s  an d  lo an  a s s o c ia t io n s  in c re a s e d  th e ir  
sh a re  of th e  m ortgage m arket from 31 to  40 p er c e n t .  In th e  L ittle  Rock 
D is tr ic t  for th e  sam e p e rio d , th e ir  sh a re  ro s e  from 2 5 .9  to  3 3 .9  p e r c e n t .
How do sa v in g s  and  lo an  a s s o c ia t io n s  expand  th e ir  m ortgage lo an  
b u s in e s s ?  L o g ica lly , i t  w ould  b e  a ssu m e d  th a t  th ey  w ould  expand  by
low ering  th e  ra te  o f m ortgage In te re s t ,  b u t th is  i s  no t th e  u su a l app roach
53They g en e ra lly  com pete for lo a n s  on  a  n o n -p ric e  b a s i s .  It i s  even
p o s s ib le ,  and  in d e ed  som etim es th e  p ra c t ic e ,  for sa v in g s  and  lo an
®*See C h a p te r  IV.
S^K endall and  G an e . o p . c l t . . p .  134.
53' '  In te re s t  r a te s  on FHA and  VA lo a n s  a re  fix ed  by  law  and  a re  
ty p ic a l ly  low er th a n  co n v en tio n a l r a t e s .  S av ings and  lo a n  a s s o c ia t io n s ,  
b e in g  s p e c ia l is e d  in s t i tu t io n s  and  a ls o  l e s s  encum bered  by  re g u la tio n s , 
ty p ic a l ly  in v e s t  in  co n v en tio n a l m o rtg a g e s . Bank and In su ra n ce  com ­
p a n ie s ,  b e c a u s e  o f th e ir  g e n e ra l p re fe ren ce  for th e  lo a n s  w ith  l e s s  r isk  
an d  a ls o  le g a l re q u ire m e n ts , te n d  to  p re fe r th e  FHA and  VA ty p e  lo a n s .
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a s s o c ia tio n s  to  charge  loan  ra te s  h igher th an  th e  going r a te .  The
fac to rs  making th is  p o s s ib le , a s  w e ll a s  a  summ ary o f th e  b a s e s  for
lo an  e x p a n s io n , a re  ap p aren t In th e  follow ing quo ta tion :
A h igher th a n  m arket ra te  Is  p o s s ib le  b e c a u se  a s s o c ia tio n s  
can  m ake a  num ber of s e rv ic e s  av a ila b le  to  b u y ers  and s e lle r s  
of re a l e s ta te  th a t  o ther len d e rs  canno t m atch • As lo c a l 
le n d e rs , opera ting  In  a  g eo g rap h ica lly  lim ited  m arket, a s s o ­
c ia tio n s  s p e c ia liz e  In offering  v ery  rab id  se rv ic e  on re a l e s ta te  
tra n sa c tio n s ; lo an s  can  be c lo se d  in  a  m atter of d a y s . They 
a ls o  provide more com plete  home financing  s e rv ic e .  At one 
In s titu tio n  th ey  o ffer th e  com m itm ent to  a  b u ild e r, a  c o n s tru c ­
tio n  loan  and a  ta k e -o u t o f th e  perm anent home lo a n . Few , If 
a n y , o th e r borrow ers do th e  com plete  Job . A sso c ia tio n s  are  
au th o rized  to  make m ortgage lo an s  for a s  high a s  80 p er cen t 
(som etim es 90) of th e  ap p ra ised  v a lu e  of th e  p ro p erty , and  such  
lo a n s  ca n  be made for up to  25 y e a r s . Banks e n d  in su ran ce  
com panies h av e  a  le g a l maximum lo a n - to -v a lu e  ra tio  o f 66 2 /3  
p er c e n t of ap p ra ised  v a lu e  and a  2 0 -y ea r  m aturity  In m ost 
s t a t e s .  Loans c a n  be read ily  ta ilo re d  to  m eet lo c a l dem and 
and th e  sp e c if ic a tio n s  o f th e  p ro p erty , b e c a u se  lo c a l law s and 
co d es a re  fu lly  understood  by th e s e  lo c a l le n d e rs . M oreover, 
a s s o c ia tio n s  g en e ra lly  a re  in  th e  lo c a l m ortgage m arket on a  
con tinuous b a s is  and s tr iv e  to  honor re q u e s ts  for financing  
from b u ild e rs  or d ev e lo p ers  a t  a l l  t im e s . Such se rv ic e  i s  
h igh ly  Im portant to  th e  re a l e s ta te  and home bu ild ing  b u s in e s s  
and  to  i t s  s ta b ili ty .® 4
In th e  L ittle  Rock D is tr ic t th e  le g a l reg u la tio n s  o r re s tr ic tio n s  on 
m ortgage lend ing  for s ta te -c h a r te re d  sav in g s  an d  lo an  a s s o c ia tio n s  a re  
le s s  re s tr ic t iv e  th a n  for th e  n a tio n  a s  a  w h o le . Four s t a t e s —A rk an sas , 
L o u is ian a , M is s is s ip p i ,  and  New M exico— h av e  no re s tr ic tio n s  a t  a l l .  
T exas re s tr ic ts  lo a n s  to  80 per c e n t of ap p ra ised  v a lu e  for a  maximum 
m aturity  of 25 y e a r s .55 M oreover, fed e ra l sav in g s  and  lo an  a s so c ia tio n s
54K endall and  G an e , o p . c l t . . p .  134.
^ H e a r in g s  on  H . R. 6228: N atio n a l Bank R esid en tia l and C o n stru e  
tlo n  L o an s. H ouse Com m ittee on Banking and C u rren cy , 84th C o n g re ss , 
F irs t S e s s io n , July 15, 1955.
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a re  p erm itted  to  m ake lo a n s  up to  90 p e r c e n t o f th e  a p p ra ise d  v a lu e  of 
p roperty  under s t ip u la te d  c o n d i t i o n s T h e s e  re g u la tio n s  a re  more 
l ib e ra l th a n  fo r b an k s  an d  in su ra n c e  c o m p a n ie s .
The foregoing  m akes i t  q u ite  ap p a ren t th a t  sa v in g s  an d  lo a n  a s s o ­
c ia t io n s  a re  s p e c ia liz e d  in s t i tu t io n s . S p e c ia liz a tio n  in  hom e m ortgage 
fin an c in g  p la c e s  sa v in g s  and  lo an  a s s o c ia t io n s  in  a  v ery  fav o rab le  com ­
p e t i t iv e  p o s it io n . T heir co m p e titiv e  p o s it io n  h a s  b e e n  c u ltiv a te d  an d  
c o n s o lid a te d  in  th e  p o s tw a r p e r io d .
S ig n if ic a n ce  o f th e  G row th o f S av in g s an d  I*>an A s s o c ia tio n s .
A lthough th is  i s  a  reg io n a l s tu d y  o f sa v in g s  and  lo an  a s s o c ia t io n s ,  i t  i s
«
p e rh ap s  n e c e s s a ry  to  a t  le a s t  re co g n ize  th e  re c e n t d ev e lo p m en ts  in  
m onetary  th eo ry  em anating  from a n  l i t  e rp re ta tlo n  o f th e  s ig n if ic a n c e  of 
th e  ra p id  grow th o f nonm onetary  in te rm e d ia r ie s , e s p e c ia l ly  sa v in g s  and  
lo a n  a s s o c ia t io n s . M onetary  p o licy  i s  a l le g e d  to  h av e  s e v e ra l l im ita ­
t io n s  , b u t th e  m ost re c e n t a l le g a tio n  d e r iv e s  from th e  fa c t th a t  th e re  h as  
b ee n  a  grow th o f money s u b s t i tu te s  su p p lied  by nonm onetary  in te r ­
m e d ia r ie s .
The no tio n  th a t  th e  in f lu en c e  o f m onetary  p o licy  ca n  b e  v i t ia te d  
th rough  a n  In c re a se d  supp ly  o f liq u id  a s s e t s  and  c re d it  e x p a n s io n  by
5 ®For co m p le te  d e ta i ls  on  re s tr ic t io n s  or re g u la tio n s  on  lo a n s  
s e e  R ules an d  R egu la tions fo r th e  F ed era l S av in g s  and lo a n  System  
(W ash ing ton : F ed era l Home Loan Bank B oard , Jan u ary , I9 6 0 ), 
p p . 2 2 -3 1 .
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57nonm onetary in te rm ed ia ries  Is  of re ce n t o r ig in . This novel id ea  
d eriv es  e s s e n tia lly  from th e  g rea te r  re la tiv e  long -ru n  growth of non­
com m ercial bank fin an c ia l in te rm ed ia ries  and th e  in c re as in g  volum e 
of c re d it su p p lied  by th e s e  in s t i tu t io n s , e s p e c ia lly  th e  p o stw ar in te n ­
s if ic a tio n  o f th is  long -run  trend  by d ep o s it ty p e  in s t i tu t io n s . The e x ­
p an s io n  of sav in g s  and lo an  a s so c ia tio n s  i s  o f p a rtic u la r  co n cern .
G urley  and Shaw , in  exploring  th e  th e o re tic a l im p lica tio n s o f th e  
rap id  growth o f f in a n c ia l In te rm e d ia rie s , deduced  c e rta in  po licy  im p lica ­
tio n s  . They in te rp re t th e  re la tiv e  d ec lin e  o f com m ercial ban k s in  
fin an c ia l o p era tio n s a s  a  se rio u s  dim inution of th e  pow er of th e  F ederal 
R eserve to  con tro l in f la tio n . E sse n tia lly , i t  i s  held  th a t th e  c e n tra l bank 
a u th o r i t ie s , in  th e ir  e ffo rts  to  prom ote a  d e s ira b le  econom ic environm ent 
by m anipulating th e  q u an tity  and q u a lity  of money and c re d it ,  h av e  found 
th em se lv es  m anipulating a re la tiv e ly  d ec lin ing  segm ent of th e  to ta l  
f in an c ia l s tru c tu re ; th e re fo re . It is  argued  th a t th e  m onetary au th o ritie s  
m ust bring g rea te r  p re ssu re  on th e  com m ercial bank se c to r  to  be  e f fe c tiv e . 
Such a c tio n , i t  is  co n ten d ed , s low s th e  ra te  of growth of th e  com m ercial 
bank se c to r  re la tiv e  to  sav in g s and lo an  a s s o c ia t io n s .  M oreover, i t  is  
con tended  th a t th e  re s tra in t o f c red it ex p an sio n  and h igher in te re s t r a t e s , 
a s  a  re s u lt  o f F ederal R eserve p o lic y , c re a te s  an  environm ent conducive
57 J . G . G urley and G . S . Shaw , "F inancia l A sp ec ts  of Economic 
D ev e lo p m en t," A m erican Economic R eview . XLV, Septem ber, 1955, 515-539,' 
"F in an c ia l In term ed iaries  and th e  Saving and Investm ent P r o c e s s ,"
Toumal of F in an c e . XI, M ay, 1956, 5 5 7 -5 7 7 .
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to  th e  further growth o f sav in g s and loan  a s s o c ia t io n s . I t Is  argued th a t 
th e  q u an tita tiv e  co n tro ls  of th e  F ederal R eserve to e  becom ing in c reas in g ly  
Inadequa te  for th e  ta s k  a t hand.**®
There h a s  b een  a re la tiv e ly  rap id  growth of sav in g s  and lo an  a s s o ­
c ia tio n s  In  th e  N inth FHIB D is tr ic t;  It may be assum ed  th a t th e re  h as  
b een  an  In ten s if ic a tio n  of th e  problem  of m onetary con tro l in  th e  N inth 
D is tr ic t .  If th e  above th e s is  Is  c o rre c t, th e  a b ility  o f f in an c ia l In s ti tu ­
tio n s  In th e  D is tr ic t to  c re a te  money su b s titu te s  and  expand c red it h a s  
been  en larged  b e c au se  o f th e  rap id  developm ent of sav in g s and loan  
a s s o c ia t io n s .  H en ce , i t  Is  p o ss ib le  th a t th e  developm ent of th e  economy 
of th e  N inth D is tr ic t h a s  been  le s s  re s tra in ed  by re s tr ic tiv e  m onetary 
po licy  th an  w ould have  b een  th e  c a s e  if  th e  p a tte rn  of econom ic d ev e lo p ­
ment had  not been  so  favorable to  th e  growth of sav in g s  and loan  a s s o ­
c ia tio n s  .
I l l ,  SUMMARY
The growth of sav in g s and lo an  a s s o c ia tio n s  i s  re la te d  to  many 
f a c to r s . The m ajor fac to rs  have been  Id en tified  and  d esc rib ed  in  th is  
c h a p te r . In  th e  1945-1959 period  th e re  w as an  a lm ost unpreceden ted  
growth in  p erso n a l Income and  p o p u la tio n . The growth in  p erso n a l in ­
com e and popu la tion  w as accom panied  by a  con tinu ing  urban tre n d , and 
an  in c reas in g  ra te  of m arriage and o f househo ld  fo rm atio n s. From th e s e
58Ib ld .
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fac to rs  em anated  a  trem endous dem and for u rban  h o u s in g , and  h en ce  
th e  p o stw ar re s id e n tia l  h o u sin g  boom . This boom In  hom e c o n s tru c tio n  
and  ren o v a tio n  p rov ided  expanded  o p p o rtu n itie s  for one  o f th e  tw o m ajor 
fu n c tio n s  o f sa v in g s  and lo a n  a s s o c ia t io n s — hom e m ortgage f in a n c in g .
S av ings and  lo a n  a s s o c ia t io n s ,  being  h ig h ly  s p e c ia l iz e d  in s t i tu ­
tio n s  and  p o s s e s s in g  th e  fu n d s . In c re a se d  th e ir  re la tiv e  p o s itio n  In  th e  
home m ortgage and fin an c in g  m ark e t. S p e c ia liz a tio n  and  th e  le g a l ru le s  
govern ing  th e ir  o p era tio n s  w ere  su ch  th a t  sa v in g s  and  lo an  a s s o c ia t io n s  
now occupy  a  p o s it io n  o f su p e rio rity  in  home m ortgage f in a n c in g , a c ­
coun ting  for a  reco rd  volum e a t  p re se n t for any  m o rtg ag ee .
CHAPTER VI
GENERAL SUMMARY AND CONCLUSIONS
I .  GENERAL SUMMARY 
G row ing a lm o st w ith o u t In te rru p tio n  s in c e  th e ir  In c ep tio n  In  1831 
a t  F rank fo rd , P e n n sy lv a n ia , s a v in g s  an d  lo an  a s s o c ia t io n s ,  now num ber­
ing  o v er 6 ,0 0 0 , a re  found in  ev e ry  m ajor u rban  c e n te r  in  th e  U n ited  S ta te s .  
The m odem  a s s o c ia t io n  i s  a  h ig h ly  s p e c ia l iz e d ,  p r iv a te ly -o w n e d  c o r­
p o ra tio n  o p e ra ted  p rim arily  on  a  c o o p e ra tiv e  b a s is ;  a n d , l ik e  i t s  p re ­
c u rs o r , co n fin e s  i t s  o p e ra tio n s  to  u rban  hom e m ortgage fin an c in g  and 
encou rag ing  th r if t  a cco u n t a c c u m u la tio n . The sa v in g s  and  lo a n  a s s o c ia ­
tio n  i s  an  u rban  and  In d u s tr ia l phenom enon , and  s p e c ia liz a tio n  i s  a  b a s ic  
c h a r a c te r i s t ic .
Before th e  ad v en t o f th e  sa v in g s  and  lo an  a s s o c ia t io n ,  th e  A m erican 
econom y w a s  w ith o u t a  m ajor f in a n c ia l in te rm ed ia ry  c a te r in g  to  th e  
em erging u rb a n , w a g e -e a rn in g  c l a s s  in  th e  rea lm  o f c o lle c tin g  th r if t  a c ­
c o u n ts  and  re s id e n t ia l  hom e m ortgage f in a n c in g . T h u s , th e  a s s o c ia t io n  
f il le d  a  b a s ic  n eed  in  our econom y—th e  co o p e ra tiv e  fin an c in g  o f home 
c o n s tru c tio n  and  th e  prom otion o f  th r if t  am ong th e  m iddle and  low er in ­
com e g ro u p s . The a s s o c ia t io n  i s  s t i l l  f illin g  th a t  n e e d . T oday , one 
hundred  an d  th ir ty  y e a rs  s in c e  th e ir  o rig in  in  th e  U n ited  S ta te s ,  sa v in g s  
and  lo a n  a s s o c ia t io n s  a re  w ith o u t a  p e e r  in  r e s id e n tia l  hom e m ortgage
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financing ; a n d , in  th e  postw ar p e rio d , a s s o c ia tio n s  h av e  su rp a sse d  
a l l  d e p o s it ty p e  in te rm ed ia ries  in  a ttra c tin g  th rif t a c c o u n ts .
The a b ility  to  ad ap t and  grow a re  c h a ra c te r is tic  fea tu re s  o f s a v ­
in g s  and lo an  a s s o c ia t io n s .  The f irs t  period  of exuberan t ex p an sio n  
w as th e  d ecad e  of th e  1920s. W hile  th e  d ecad e  of th e  1930s brought 
th e  f irs t s ig n ific an t d e c lin e , i t  a ls o  brought th e  FSLIC and th e  FHLB 
S y stem , b a s ic  fac to rs  in  th e ir  recovery  a f te r  1938. The ab so lu te  
m agnitude of sav in g s  and lo an  ex p an sio n  in  th e  period  1945-1959 su r­
p a s s e d  a l l  d ep o s it ty p e  in te rm e d ia rie s .
Although exuberan t growth i s  common to  a l l  sa v in g s  and  loan  
a s s o c ia tio n s  o f th e  n a tio n  in  th e  period  1945-1959 , five  of th e  e lev en  
F edera l Home Loan Bank d is t r ic ts  ex ceed ed  and  s ix  lag g ed  b eh in d  th e  
n a tio n a l ra te  of g row th . M easured  in  term s of a s s e t s ,  th e  N inth F ederal 
Home Loan Bank D is tr ic t grew  a t  a lm ost tw ice  th e  n a tio n a l ra te ; and  i t  
su rp a sse d  a l l  of th e  o ther F ederal Home Loan Bank d is t r ic ts .  O nly tw o 
o th e r d is t r ic ts ,  San F ran c isco  and  G reen sb o ro , g rea tly  ex ceed ed  th e  
n a tio n a l ra te  of sav in g s  and  lo an  g row th . W ith in  th e  plinth D is tr ic t ,  a l l  
s ta te s  ex cep t L ouisiana grew  more rap id ly  th an  e ith e r  th e  a s s o c ia tio n s  
of th e  n a tio n  qr th e  D is tr ic t .  L ou isiana lagged  beh ind  bo th  th e  D is tr ic t 
and  th e  n a tio n a l r a t e .
The reg io n a l p a tte rn  o f growth ex h ib ited  in  a s s e t s ,  a rap id  ra te  
of a s s e t  grow th in  a l l  d is t r ic ts  and a  ra te  g rea tly  su rp a ss in g  th e  n a tio n a l 
ra te  in  L ittle  Rock, San F ra n c isc o , an d  G reensboro  d is t r ic ts ,  is  c h a ra c ­
te r is t ic  o f a l l  a s p e c ts  of g row th , su ch  a s  in  sav in g s  c a p i ta l ,  m ortgage
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re c o rd in g s , and  m ortgage d eb t h e ld .
C a u s a lity  i s  com p lex , an d  th e  grow th o f sa v in g s  and  lo a n  a s s o ­
c ia tio n s  in  th e  period  1945-1959 i s  th e  co n se q u e n c e  o f th e  su b tle  
re c ip ro c ity  of a  la rg e  num ber o f c a u s a l  f a c to r s , ranging  from th e  rem ote 
to  th e  more Im m ed ia te . The Im portant env ironm enta l in f lu e n c e s  w ere :
1. th e  trem endous su rge in  p o p u la tio n  grow th in  th e  p o stw ar 
period;
e
2 . th e  grow th in  u rb a n iz a tio n . In c re a se d  m ig ra tio n , an d  th e  
exodus to  suburb ia ;
3 . th e  grow th o f p e rso n a l incom e and  s a v in g s , sw e llin g  th e  
ran k s  o f hom e b u y ers  and  s a v e r s .
4 .  t h e  l e a n  v J a r s  o f  h o m e  c o n s t r u c t i o n  p r e c e d i n g  1945;
5 . th e  more rap id  ra te  of h o u seh o ld  form ation  during th e  
perio d  under s tudy ;
6 . th e  re d is tr ib u tio n  o f incom e dow nw ard in  th e  1930s favo r­
ing  th e  g roups c a te re d  to  by  sa v in g s  and lo an  a s s o c ia t io n s ;  
and
7 . th e  re la tiv e  d e c lin e  in  b u s in e s s  sa v in g s  a ls o  favoring  
sa v in g s  and  lo an  e x p a n s io n .
The g re a t boom in  r e s id e n tia l  h o u sin g  in  th e  p erio d  1945-1959 
em anated  from th e  fa c to rs  enum erated  a b o v e . The h o u sin g  boom g av e  
r is e  to  th e  dem and for hom e m ortgage f in a n c in g . T his m arket w as  a c tiv e ly  
en te re d  by  sa v in g s  an d  lo a n  a s s o c ia t io n s .  The dem and en g en d ered  for th e  
home m ortgage fin an c in g  s e rv ld e s  o f sa v in g s  and  lo a n  a s s o c ia t io n s  c a u se d  
a s s o c ia t io n s  to  a g g re s s iv e ly  en g ag e  in  th e  e x p a n s io n  o f th e ir  l i a b i l i t i e s ,  
e s s e n t ia l ly  th rough  d iv idend  p o lic y . The ex o g en eo u s fa c to rs  enum erated  
ab o v e  com bine and  in te ra c t  in  a  re c ip ro c a l fa sh io n  w ith  th e  endogenous
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fa c to rs , e s s e n t ia l ly  p o lic ie s  aim ed a t loan  and share  account expansion , 
so  a s  (1) to  provide th e  fundam ental exp lanation  of th e  growth of sav ings 
and loan  a s s o c ia t io n s , (2) to  exp lain  th e  re la tiv e  growth p a tte rn  of th e  
various reg io n s , and (3) to  exp la in  th e  growth of a s so c ia tio n s  re la tiv e  
to  th a t o f th e ir  im m ediate co m p etito rs .
The growth of a s s e ts  (alm ost w holly f irs t mortgage loans) and 
sav in g s ca p ita l are  th e  tw o p rincipa l c r ite r ia  of grow th. How did 
sav ings and loans su rp ass  th e ir  com petitors in  th e s e  face ts  of grow th? 
G iven th e  cond ition  of strong demand for home mortgage f in an c in g , 
sav in g s  and loan  a s so c ia tio n s  proved to  be a  superior com petito r. Why ? 
They offered  a  com bination of se rv ic es  th a t o ther lenders did not match:
- 1 . They are  a  lo ca l lender operating in  a  geograph ically  
lim ited  m arket, sp ec ia liz in g  in  rapid se rv ice  on rea l 
e s ta te  tra n s a c tio n s . Loans can  be c lo sed  in  a m atter 
of d a y s .
2 . They provide a com plete home financing  se rv ice  th a t few ,
If an y , o ther borrow ers ca n  m atch , e . g . , th ey  offer the  
commitment to  a  b u ild e r, a  construc tion  loan  and a  tak e  
out o r th e  perm anent home loan se rv ice  under a  s in g le  
roo f.
3 . A ssoc ia tions a re  perm itted  to  make loans up to  80 and 
90 per cen t of th e  ap p ra ised  value  of property w ith  term s 
up to  tw en ty -fiv e  and th irty  y e a rs . Banks and in su rance  
com panies have a  le g a l maximum lo a n -to -v a lu e  ra tio  of 
66 2 /3  per cen t in  m ost s t a t e s .
4 . Being lo c a l ,  sp e c ia liz e d  in s titu tio n s , a s so c ia tio n s  are 
fully  aw are Of lo c a l law s and co d esl and lo an s are  
ta ilo red  to  meet lo ca l demand and sp e c if ic a tio n s .
5 . A sso c ia tio n s are  in  th e  mortgage market on a  continuous 
b a s i s , and  th u s  th ey  s tr iv e  to  m eet req u est of bu ilders or 
developers a t a l l  t im e s .
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6 . A ssoc ia tions can  borrow up to  12 per cen t of th e ir  
sav ings ca p ita l from th e  Federal Home Loan Bank System  
for loan  ex p an sio n . This i s  an  Important source of 
lending for a s s o c ia t io n s .
7 . The ready av a ilab ility  of funds frpm th e  inflow  of sav ings 
c a p ita l and from th e  FHL Banks make funds read ily  a v a il­
ab le  for loan throughout th e  construc tion  c y c le .
S p ec ia liza tio n  coupled w ith th e  o t te r  advan tages p laced  sav ings 
and loan  a s so c ia tio n s  in  a very favorable com petitive p o sitio n . The 
rea liza tio n  of th e  p o ten tia l demand for home mortgage financing im pelled 
sav ings and loan  a s so c ia tio n s  to  ta ilo r  th e ir  sh a res  so  a s  to  induce an  
inflow of sa v in g s . The ready av a ila b ility  of funds ea sed  the  term s of 
financing and promoted th e ir  home mortgage financing from th a t d irec ­
tio n , hence th e  recip rocal ca u sa lity  of th e  av a ila b ility  of funds and the  
demand for home mortgage financ ing .
The g rea te r growth of sav ings ca p ita l in  sav ings and loan a s s o c ia ­
tio n s  re la tiv e  to  o ther deposit in s titu tio n s  has a ttra c te d  more a tten tion  
th an  th e ir  a s s e t  grow th. The placem ent of th e  passbook type sav ings 
account in  d ep o sit type in s titu tio n s  is  a function  o f a com bination of 
in te rac tin g  fa c to rs . Why have sav ers  shown a  re la tiv e  preference for 
sav ings and loan sh a re s?  A ssoc iations have offered a  financia l a s s e t  
w ith  th e  sa lie n t fea tu res  d es ired  by th e  ho lders of th rift a c c o u n ts .
1. The a s so c ia tio n , under th e  FSLIC and th e  FHI3 sy stem , 
g ives sa fe ty  and liqu id ity  to  sav ings and loan  shares 
on a  par w ith  tim e d e p o s its .
2 . Savings and loan  p rac tice  h as  made sh a res  a s  read ily  con ­
vertib le  in to  ca sh  a s  any com petitive a s s e t .  Shares are 
regarded a s  e s se n tia lly  money.
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3 . G iven a  parity  among fin an c ia l a s s e ts  In term s of
c a p ita l ce rta in ty , sa fe ty , conven ience , and liq u id ity , 
sav e rs  of th ttf t  type accoun ts tend  tow ard h igher y ie ld s .
The sav ings and loan  div idend ra te  exceeded  th e  ra te  
on tim e d ep o sits  by more th an  1 per cen t throughout 
th e  period 1945-1959. M oreover, d ividend ra te s  have 
ty p ic a lly  b een  h ig h est In th o se  regions having th e  
g re a te s t growth In sav ings and loan  a c tiv ity .
The foregoing Is  inadequate  u n le ss  coupled w ith  o ther co n s id e ra ­
t io n s , such as  (1) th e  long run growth in  Income; (2) the  growth in  th e  
volume of sav ings; 0 )  th e  in c re a se  In th e  number o f sa /e rs  re su ltin g  from 
the  growth in  re a l Income; (4) the re la tiv e  d ec lin e  of b u s in e ss  sav ings 
and th e  downward red istrib u tio n  o f incom e occurring in  th e  1930s;
(5) th e  re s id e n tia l construc tion  boom; (6) and th e  sh ift in  saver p refer­
en ces  of th e  p u b lic . The changed preference p a tte rn s  of ind iv iduals  are  in  
tu rn  re la ted  to  the  in c re a se  in  rea l incom e# In crease  in  sa v in g s , th e  in ­
c re a se  in  liqu id  a s s e t s , and th e  in ten siv e  product com petition by sav ings 
and loan a s s o c ia tio n s .
I I . CONCLUSIONS 
The follow ing fundam ental co n c lu sio n s em erge from th e  p resen t 
study of th e  nature and developm ent of sav in g s and loan  a s so c ia tio n s :
1. S p ec ia liza tio n  is  a  b a s ic  fac to r in  th e  s u c c e s s  of sav ings and 
loan  a s s o c ia t io n s . Their ab ility  to  survive and grow em anates from th e ir  
a b ility  to  adap t th e ir  sp e c ia lized  se rv ic es  to  changing sav er p references 
for fin an c ia l a s s e ts  and in  m eeting home mortgage financing needs of home 
b u ild e rs .
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2 . Federal le g is la tio n  h as  been  th e  fundam ental force In shaping 
the  ch a rac te r o f sav ings and loan  a s s o c ia tio n s , and a s so c ia tio n s  have 
e s ta b lish e d  a  repu ta tion  for fin an c ia l soundness on a  par w ith  th a t of 
o ther fin an c ia l in s titu tio n s  In th e  period 1945*1959. Overcoming th e ir  
record  of poor perform ance during th e  1930s h a s  b een  a  c ru c ia l fac to r in  
th e ir  su c c e s s  during th e  postw ar perio d .
3 . Savings and loan  a s so c ia tio n s  are  filling  a b a s ic  need  in  th e  
economy o f th e  Ninth FHLB D is tr ic t—promoting th rift and engaging in  th e  
financing  of home co n stru c tio n  among th e  middle and low er Income groups 
th a t might o therw ise  be excluded  from th is  s e rv ic e . In th e  ab sen ce  of 
sav in g s and loan  a s s o c ia tio n s , home ow nership  and co n stru c tio n  would 
have been  se rio u sly  red u ced . M oreover, th e  ab ility  of th e  economy of 
th e  N inth D is tr ic t to  accum ulate  deb t and expand c red it h a s 'b e e n  v ita lly  
a ffec ted  by the  growth of sav ings and loan  a s so c ia tio n s  in  th e  period 
1945*1959. The m obilization  of funds from o u ts id e  th e  D is tr ic t h a s  made 
p o ss ib le  a more rap id  growth of home co n stru c tio n  and ow nership than  
w ould have o therw ise  b een  p o s s ib le .
4 . In  a  s e n s e ,  th e  home financing a c tiv i tie s  of sav ings and loan  
a s so c ia tio n s  have been  a d e s tab iliz in g  In fluence in  th e  economy of th e  
Ninth D is tr ic t, i . e . ,  th ey  have added to  In fla tionary  p re ssu re s  during th e  
p rosperity  p h a se s  of th e  b u s in e ss  cy c le  through th e  u se  of Federal Home 
Loan Bank c red it for th e  expansion  of home co n s tru c tio n . It is  p o ss ib le  
th a t sav ings and loan a s so c ia tio n s  opera te  beyond th e  p a le  of monetary 
re s tra in t of th e  trad itio n a l k in d . W ith  a  view  to  g rea te r  econom ic s ta b ili ty ,
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it  w ould appear d es irab le  to  bring th e  HLB8 w ith in  th e  scope of 
monetary p o lic y .
5 . Savings and loan  a s so c ia tio n s  have grown a t  th e  re la tiv e  
expense  of o ther in s titu tio n a l lenders in  th e  home mortgage financing 
m arket In th e  Ninth D is tr ic t. S p ec ia liza tio n  and a superio r leg a l p o s i­
tio n  are  the  dominant reaso n s  for th is  developm ent. No doub t, sav ings 
and loan a s so c ia tio n s  w ill continue to  erode th e  p osition  of o ther in ­
s titu tio n s  in  home mortgage financing a s  long a s  th e  p resen t in s t i tu ­
tio n a l arrangem ents p rev a il.
6 . The to ta l sav ings package offered holders o f th rift accoun ts 
by N inth D istric t a s so c ia tio n s  has induced a sh ift in  saver p references 
in  th e  D istric t; therefore there  h as  been  a b a s ic  red is trib u tio n  of th e  
lodgem ent of th e  d ep o sits  of th e  passbook  type in  th e  N inth D is tric t 
during th e  period 1945-1959. D is tr ic t a s so c ia tio n s  now equal commer­
c ia l  banks a s  a  holder of th rift a c c o u n ts . This i s  not true  on a na tional 
b a s i s . Com mercial banks have m aintained th e ir  re la tiv e  p o sitio n  on a 
na tiona l b a s is  but not in  th e  Ninth D is tr ic t. The ab sen ce  of o ther d e p o s it-  
ty p e  in s titu tio n s , such  a s  sav in g s b an k s , in  th e  d is tr ic t h as  fa c ilita te d  
th e  preceding developm ent.
7 . The high ra te  of growth of sav ings and loan a s s o c ia t io n s , the  
reg ional pattern  of grow th, and th e  g rea te r growth of a s so c ia tio n s  r e la ­
tiv e  to  th a t of other d ep o s it in term ed iaries canno t be adequate ly  exp lained  
in  term s of th e  conventional exp lanation  of sav in g s and loan  ag g res iv en ess
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and h igher In te re s t ra te s  paid  on s a v in g s . The conven tiona l ex p lan a­
tio n  is  a t b e s t  an  id e n tif ica tio n  of th e  m ost Obvious fa c to r , and  a s  a 
co n seq u en ce  i s  w oefu lly  in a d eq u a te . M oreover, i t  is  m islead ing  b e ­
c a u se  i t  does not focus upon th e  b a s ic  m otive force in  th e  growth of 
sav in g s  and loan  a s s o c ia t io n s .  It d o es not co n s id e r th e  to ta l  sav in g s 
package; and s in c e  i t  do es not show th e  source of th e  h igher d iv idend 
ra te ,  i t  is  su p e rfic ia l and  in co m p le te . More b a s ic ,  how ever, th e  conven­
tio n a l ex p lan a tio n  does not co n s id e r th e  dem and fac to r in  th e  growth of 
home m ortgage financing  by sav in g s  and loan  a s s o c ia t io n s .  The conven­
tio n a l ex p lan a tio n  m akes no attem pt to  ex p la in  th e  reg io n a l p a tte rn  of 
grow th .
8 . There i s  a  fundam ental d irec tio n  of c a u se  and  e ffec t in  th e  
growth of sav in g s and loan  a s s o c ia t io n s .  The b a s ic  m otive force in  th e  
growth of sav in g s and loan  a s s o c ia tio n s  in  th e  period 1945-1959 w as 
th e  unp receden ted  dem and for home m ortgage fin an c in g . There w ould not 
h av e  b een  th e  re la tiv e ly  high d iv idend  ra te  and th e  record  inflow  of 
sav in g s a t  sav in g s and lo an  a s s o c ia tio n s  in  th e  a b sen ce  of a  v a s t  home 
m ortgage m arket. The preceding  does not d en y , of c o u rse , th e  rec ip ro ca l 
in flu en ce  of th e  inflow  of sav in g s  or home f in an c in g . The rec ip ro ca l 
c a u s a lity  of th e  a v a ila b ility  o f funds and th e  dem and for home m ortgage 
financ ing  i s  ignored by th e  con v en tio n a l ex p lan a tio n . The h igh  ra te  of 
growth o f sav in g s  and loan  a s s o c ia t io n s ,  th e  reg iona l p a tte rn  o f grow th , 
and  th e  g rea te r  growth re la tiv e  to  com m ercial ban k s in  th e  sav ings fie ld
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em anates from a complex of fac to rs , not merely advertising and a higher 
in te rest ra te  on savings acco u n ts .
9 . The greater re la tive  growth of savings and loan associa tions 
in the Ninth Federal Home Loan Bank D istrict is  largely a consequence 
of the greater rela tive economic growth of the region. In the 1945-1959 
period, personal incom e, savings and urbanization grew at a higher rate 
in  the Little Rock D istric t than for the nation; consequently , the boom in 
residen tia l construction and the demand for savings and loan financing 
were in ten sified . Thus, Ninth D istric t a ssoc ia tions were more aggressive 
in expanding the ir passbook liab ilitie s  and the use of Federal Home Loan 
Bank cred it. Moreover, tim e departments of commercial banks are the 
only significant com petitor for thrift type accounts in the  Ninth D istric t.
10. Governmental po lic ies and programs have been the basic  
factors not only in the recovery of savings and loan activ ity  in the post­
war period, but a lso  in  the ir ab ility  to  outstrip  the ir com petitors in home 
mortgage financing and in  attracting  passbook type acco u n ts . Savings 
and loan asso c ia tio n s p o sse ss  a decided tax  advantage over commercial 
banks. The tax  advantage is  a b as ic  reason why savings and loan a s so ­
ciations can pay a dividend rate  higher than  the in te rest ra te  on time 
d ep o s its . However, even in the  absence of the tax  advantage, commer­
c ia l banks could not pay a return on tim e deposits equal to  the rate on 
shares for two principal reaso n s, both leg a l. (1) The return on time 
deposits is  regulated by law , the current rate maximum being fixed at
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3 p e r c e n t w h ile  th e re  i s  no lim it on ra te  of s h a re s .  (2) C urren t 
fed e ra l and  s ta te  le g a l  re s tr ic t io n s  on  home m ortgage fin an c in g  by 
b an k s  and  in su ran c e  com pan ies p r ic e  them  ou t o f a  la rg e  p a rt o f th e  
m arke t, e s p e c ia lly  th e  h ig h e r y ie ld s  in  th e  co n v en tio n a l s e c to r  o f th e  
m ark e t. As a  c o n se q u e n c e , sa v in g s  and  lo a n  a s s o c ia t io n s  a re  e s s e n ­
t ia l ly  w ith o u t a com petito r in  th e  co n v e n tio n a l m ortgage m ark e t.
S av ings an d  lo an  a s s o c ia t io n s ,  a g g re s s iv e ly  com bining th e  a d ­
v a n ta g e s  o f th e ir  s p e c ia liz e d  n a tu re  w ith  a  su p e rio r le g a l p o s it io n , h av e  
b een  more s u c c e s s fu l  in  a ttra c tin g  th r if t  a c c o u n ts  and in  hom e m ortgage 
fin an c in g  th an  th e ir  co m p etito rs  in  th e  perio d  1945-1959 . I t  i s  p robab le  
th h t sa v in g s  and  lo an  a s s o c ia t io n s  w ill  co n tin u e  to  erode th e  p o s itio n  
o f com m ercial ban k s a s  long a s  th e y  p o s s e s s  a  le g a lly  su p e rio r com ­
p e tit iv e  p o s it io n .
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